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Statement  of  Federal  Reserve  notes  by  denominations ^  printed^  shipped  to  Federal  Reserve 
Agents,  and  on  hand  in  reserve  vault,  Dec.  31,  1915 — Continued. 


Bank. 

Fives. 

Tens. 

Twenties. 

Fifties. 

Hundreds. 

TotaL 

Dallas: 

Printed 

19,200,000 
5,900,000 

17,000,000 
6,360,000 

$5,760,000 
5,520,000 

$1,400,000 
1,400,000 

$1,600,000 
400,000 

$24,960,000 

ShlDDed 

19,580,000 

On  hand 

3,300,000 

640,000 

240,000 

1,200,000 

5,380,000 

San  Francisco: 

Printed 

14,000,000 
4,160,000 

10,600,000 
2,760,000 

5,200,000 
1,680,000 

1,600,000 
600,000 

3,600,000 
2,000,000 

35,000,000 

ShiDDed 

11,200,000 

On  hand 

9,840,000 

7,840,000 

3,520,000 

1,000,000 

1,600,000 

23,800,000 

VAULT  BALANCE,  DEC.  31,  1915. 


Total  printed. 
Total  shipped. 


Total  on  hand. 


$265,600,000 
98,600,000 


167,000,000 


$249,040,000 
95,320,000 


153,720,000 


$118,000,000 
50,320,000 


67,680,000 


$27,000,000 
11,400,000 


15,600,000 


$45,200,000 
14,400,000 


30,800,000 


$704,840,000 
270,040,000 


434,800,000 


Federal  Reserve  notes  by  denominations  issued  through  the  Federal  Reserve  Agents  to  the 
hanks,  also  the  amounts  retired  and  outstanding,  Dec.  SI,  1915. 


Bank. 

Fives. 

Tens. 

Twenties. 

Fifties. 

Hundreds. 

Total. 

Boston: 

Ismied -T-r 

$3,620,000 
260.000 

$4,680,000 
210,000 

$640,000 

$600,000 
10,000 

$980,000 
20,000 

$10,520,000 

Retired 

500,000 

Ontiftanding 

3,360,000 

4,470,000 

640,000 

890,000 

960,000 

10.020.000 

New  York: 

Issued 

35,600.000 

86,160,000 

12,080,000 
800,000 

1,600,000 

4,800,000 

90.240.000 

Retired 

800,000 

85,600,000 

36,160,000 

11,280,000 

1,600,000 

4,800,000 

89.440.000 

Philadelphia:    ' 

Issued 

3,840,000 
529,000 

3,880,000 
111,000 

2,060,000 

0,800,000 
640,000 

Retired 

Outstandinff 

3,311,000 

3,769,000 

2,080,000 

9.160,000 

Cleveland: 

2,120,000 
35,000 

3,280,000 
25,000 

4,400,000 
20,000 

750,000 

530,000 

11,080,000 
80,000 

^^^   ^VRetired 

V^utjftandlnc. . . ,  - .  - 

2,085,000 

3,255,000 

4,380,000 

750.000 

630,000 

11,000,000 

f    ^^^ 

^^JimoDd: 
/     Issued. 

4,090,000 
110,000 

4,990.000 
200,000 

4.680,000 
340,000 

1,650,000 
260.000 

670,000 
140,000 

16,680.000 
1,050,000 

4,580,0')0 

4,7^)0,000 

4,310,000 

1,390,000 

530,000 

15,630,000 

T  .-« 
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ANNUAL  REPORT  OF  THE  FEDERAL  RESERVE  BOARD. 


Federal  Reserve  Board, 
Washington,  D.  C,  January  16, 1916. 

The  Speaker  of  the  House  of  Sepresentatiyes. 

Sir:  Less  than  six  months  have  elapsed  since  the  Federal  Reserve 
Board  entered  upon  its  duties,  but  so^  much  of  fundamental  impor- 
tance and  interest  has  taken  place  in  the  transformation  of  our 
banking  system  during  this  period  that  it  seems  advisable  not  to 
delay  for  a  twelvemonth  the  report  which,  under  the  terms  of  section 
10  of  the  Federal  reserve  act,  this  Board  is  required  annually  to 
present. 

llie  first  steps,  particularly  the  fundamentals  of  the  regional  struc- 
ture of  the  new  system,  had  already  been  provided  for  by  the  Reserve 
Bank  Organization  Committee  when  the  members  of  this  Board  took 
the  oath  of  office  on  the  10th  of  August,  1914.  The  country  had  been 
divided  into  12  districts  and  in  eacn  of  these  districts  a  city  had  been 
designated  by  the  Reserve  Bank  Organization  Committee  as  the  loca- 
tion for  a  Federal  Reserve  Bank.  Some  dissatisfaction  with  the  con- 
clusions of  this  conunittee  had  been  expressed  by  affected  districts, 
but  this  Board,  though  fully  alive  to  the  vital  bearing  which  the 
proper  districting  of  the  country  would  have  upon  the  successfid 
operation  of  the  Federal  Reserve  System,  thought  it  best  to  postpone 
a  consideration  of  this  question  in  order  not  to  delay  the  organization 
of  the  Federal  Reserve  Banks.  This  decision  was  confirmea  by  recog- 
nition of  the  extraordinary  conditions  then  obtaining  throughout  the 
country  and  the  urgent  noed  of  bringing  to  the  reUef  of  the  business 
and  banking  community  in  a  time  of  great  financial  stress  the  faciU- 
ties  of  the  new  banking  system.  The  Board  accordingly  addressed 
itself  with  energy  from  the  very  beginning  to  the  f mother  steps  to  be 
taken  in  preparation  for  an  early  launchmg  of  the  new  system. 

The  difficulties  of  the  undertaking  were  of  course  greatly  aggra- 
vated b^  the  economic  disturbances  occasioned  by  the  iiuropean 
war  which  extended  to  every  part  of  the  cowitry  and  fear  was 
expressed  by  many  that  the  new  system  could  not  safely  be  put 
into  operation  before  the  1st  of  January,  1915.  Nevertheless,  con- 
ditions were  so  far  controlled  and  steadied  by  the  series  of  unusual 
relief  measures  described  below,  and  the  work  of  organization  was 
so  far  advanced  that  the  Board  on  October  26  issued  notice  to  the 
menxber  banks  of  the  Federal  Reserve  System  calling  upon  them  to 
pay  in  their  first  installment  of  capital  stock  as  of  date  of  November  2. 
At  about  the  same  time  the  Secretary  of  the  Treasurv,  acting  imder  the 
authority  conferred  upon  him  by  section  19  of  the  Federal  reserve  act, 
fixed  November  16  as  the  date  for  opening  the  Federal  Reserve  Banks 
and  for  readjusting  the  reserves  of  the  member  banks  in  accordance 
with  the  new  requirements  established  therein. 


6  ANKTJAL  BEPOBT  OF  THE  FEDEBAL  BESEBVE  BOABD.- 

The  work  of  the  Board  may  therefore  be  divided  for  the  purposes 
of  review  into  two  periods:  u)  previous  to  November  16,  covering 
the  preliminarjr  steps  in  the  organization  of  the  new  system,  together 
with  such  incidental,  though  highly  important  responsibilities  as 
were  assumed  by  the  members  of  the  Federal  Reserve  Board  in  the 
effort  to  deal  with  the  grave  situation  precipitated  by  the  European 
war:  (2)  from  November  16  to  date,  covenng  the  early  operations 
of  tne  several  Federal  Reserve  Banks. 

EABLT  PBOBLEMS  OF  BOABD. 

The  condition  with  which  the  Board  was  confronted  when  it 
began  its  work  on  the  10th  of  August  had  such  a  considerable  bearing 
upon  the  policy  pursued  that  it  is  well  worthy  of  further  notice. 
Seldom,  if  ever,  nas  the  baiikin^  and  busmess  commimity  of  the 
coimtry  found  itself  in  a  situation  of  such  imcertainty  and  per- 
plexity. The  outbreak  of  hostilities  in  Europe  led  immediately  to  a 
serious  rupture  of  international  financial  relationships,  not  only  in 
the  affected  areas  of  Europe,  but  throughout  the  whole  commercial 
world.  The  United  States  was  directly  and  profoundly  affected  by 
the  suspension  of  communication  with  Europe,  involving  as  its  most 
serious  consequences  the  temporary  breaking  down  of  the  export 
trade  and  the  collapse  of  the  financial  markete,  with  resulting  shock 
to  the  credit  system.    There  had  been  extraordinary  efforts  on  the 

/part  of  European  holders  of  American  securities  to  realize  by  sales 
m  the  New  York  market.  The  securities  markets  were  badly 
demoralized,  prices  fell  with  alarming  rapidity,  and  the  country 
was  exposed  to  a  serious  and  disastrous  drain  ot  gold. 

The  whole  situation  demonstrated  afresh,  and  to  a  stiildng  degree, 
the  dependence  of  our  banking  system  upon  the  caU-loan  market 
because  of  the  large  proportion  of  the  coxmtry's  banking  reserves 
which  were  invested  in  call  loans  protected  by  stock-exchange 
collateral.  Stock  exchanges  throughout  the  country  closed,  and  call 
loans  were  thus  made  unavailable.  Emergency  currency  was  issued 
by  the  Secretary  of  the  Treasury  and  clearing-house  certificates  in 
large  volume  were  issued  by  clearing-house  associations  in  the  principal 
financial  centers.  Moreover,  the  tendency  to  hoard  cash,  frequently 
experienced  in  former  periods  of  stringency,  was  again  being  mam- 
fested  by  coimtry  banks,  some  of  which  curtailed  accommodation 
to  an  extreme  Megree,  tnereby  adding  greatly  to  the  embarrass- 
ments of  their  customers  ana  city  correspondents.  Much  doubt, 
was  expressed  as  to  the  abUity  of  borrowers  to  meet  their  ma- 
turing obligations,  securities  of  high  grade  were  unmarketable, 
while  a  situation  existed  in  the  foreign-exchange  market  which  was 
altogether  unprecedented.  The  conditions  tnus  briefly  outlined 
created  an  impression  of  profoimd  alarm  throughout  the  business 
community  and  gave  rise  to  frequent  expressions  of  the  belief  that 
the  organization  of  the  rpserye  system  should  be  deferred  until  the 
return  of  more  normal  conditions,  both  for  the  success  of  the  system 
and  in  order  that  the  existing  situation  might  not  be  comphcated 
and  aggravated  by  the  injection  of  new  and  incalculable  elements 
into  it. 

The  board  immediately  after  taking  office  undertook  as  nearly  as 
possible  to  ascertain  the  exact  basis  for  this  view  and  secured  from 
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a  ereat  variety  of  sources  expressions  of  opinion  with  reference  to  the ' 
policies  that  would  best  be  pursued  in  the  face  of  the  situation.  Fruit- 
nd  and  interesting  as  these  e:q)ressions  were,  there  was  neverUieless 
80  much  diversity  of  opinion  that  the  Board  in  the  end  f oiind  that  it 
would  have  to  be  guided  by  its  own  estimate  of  conditions  and  its  own 
judgment  as  to  the  course  to  be  pursued.  As  the  result  of  the  most 
careful  analysis  that  it  could  make,  it  concluded  to  proceed  forthwith 
with  the  organization  of  the  new  banks — that  is,  as  early  as  was  con- 
sistent with  their  stability  and  efficiency — and  with  the  selection  of 
competent  operating  staffs.  The  Board  was  also,  however,  firmly  of 
the  opinion  that  in  undertaking  thus  early  to  establish  the  Federal 
Reserve  Banks  it  would  be  necessary  to  enlist  the  hearty  cooperation 
of  fdl  the  member  banks  in  two  matters  which  were  deemed  of  funda- 
mental importance:  (1)  payment  by  the  member  banks  in  gold  out 
of  their  ovm  vaults  of  the  reserves  they  were  required  to  contribute 
to  the  new  banks,  thus  diffusing  the  burden  of  providing  the  cash 
resources  of  the  Federal  Reserve  Banks ;  (2)  the  adoption  of  a  dis- 
count policy  which  would  prevent  the  accimiulated  strength  of  the 
banks  irom  being  dissipated  and  protect  their  resources  from  being 
used  to  finance  operations  not  calculated  to  add  to  the  strength  or 
solidity  of  general  banking  conditions. 

CHOICE   OF  DIBECTOBS. 

Before  the  banks  could  be  set  in  actual  operation^  however,  it  was 
necessary  for  the  Board  to  complete  the  organization  prescribed  in 
the  Federal  reserve  act  by  the  appointment  of  tJiree  Government 
directors  in  each  of  the  several  institutions.  Pursuant  to  the  re<]^uire- 
ments  of  law,  the  Reserve  Bank  Organization  Committee,  consisting  of 
the  Secretary  of  the  Treasury,  the  Secretary  of  Agriculture,  and  the 
Comptroller  of  the  Currency,  had  already  taken  preliminary  steps, 
resulting  in  the  election  by  the  banks  of  six  directors  in  each  Federal 
reserve  district,  and  the  results  of  these  elections  were  reported  to 
the  Federal  Reserve  Board  upon  its  organization. 

There  remained  to  be  appointed  by  the  board  three  Government 
directors  for  each  district,  the  first  of  whom  was  to  be  designated 
Federal  Reserve  Agent  and  Chairman  of  the  board  of  directors,  the 
second  as  Deputv  Reserve  Agent  and  Vice-Chairman.    Particular  im- 
portance was  felt  to  attach  to  the  choice  of  all  the  Government  di- 
rectors, and  especially  of  the  Federal  Reserve  Agenft.    The  FederaK 
reserve  act  specifically  desimates  the  Federal  I^serve  Agent  as  the  \ 
representative  of  the  Federw  Reserve  Board  at  the  bank  to  which  he  / 
is  accredited,  and  invests  him  with  very  large  responsibilities.    It' 
was  not,  in  tne  opinion  of  the  Board,  the  intent  of  tne  act  to  consti-. 
tute  the  Federal  Reserve  Agent  the  operating  head  of  the  bank,  but, 
rather,  that  he  should  be  vested  with  the  function  of  promoting  the 
general  interests  and  purposes  of  the  system,  assuring  himself  and  ( 
this  Board  of  the  sound  and  impartial  administration  and  efficient 
operation  of  the  bank  to  which  he  was  accredited,  and  giving  both  to 
the  Federal  Reserve  Board  and  to  the  executive  officers  and  his  fellow 
directors  of  the  bank,  over  whom  he  had  been  appointed  Chairman, 
the  benefit  of  his  advice  and  knowledge.    The  office  is  undoubtedly 
one  which  calls  for  exceptional  qualifications,  and  is,  therefore,  diffi- 
cult to  fill,  since  by  the  very  terms  of  the  act,  '^  tested  banking  ex- 


8       ANNUAL  BEPOBT  OF  THE  FEDERAL  BESEBVE  BOARD. 

perience"  is  made  a  prerec^uisite,  while  consideration  for  the  general 
w^are  of  the  bank's  administration  requires  that  the  incum^nt  be 
a  man  of  soliditji  independence,  and  tried  character. 

Believing  that  the  choice  of  the  Government  directors  was  a  matter 
of  fundamental  importance  and  that  errors  made  in  their  selection 
would  produce  serious  consequences  in  the  later  working  of  the  banks, 
the  Board  deemed  it  essential  to  scrutinize  every  name  submitted  for 
appointment  or  suggested  from  anv  source;  with  the  utmost  care. 
The  process  was  one  which  required  time  and  necessitated  visits  by 
memoers  of  the  Board  to  various  and  distant  parts  of  the  country,  as 
well  as  the  invitation  of  competent  advisors  to  Washin^on  for  con- 
sultation. As  the  outcome  of  tnese  investigatioxxs  and  deliberations,  tbe 
Bowrd  annoimced  to  the  public  at  different  dates  early  in  October 
the  three  selections  made  for  Government  directors  for  each  of  tbe 
reserve  banks,  or  36  in  all. 

In  Exhibit  G,  hereto  attached,  will  be  found  a  complete  list  of  tbe 
directors  of  the  Federal  Reserve  Banks. 

In  order  to  obtain  persons  of  satisfactory  banking  experience,  as 
required  by  law,  it  was  found  necessary  to  ^ve  to  Federal  Reserve 
Agents  salaries  commensurate  with,  or  apjproxmaating,  those  prevailing 
in  the  banking  community  in  each  distnct  for  men  of  similar  attain- 
ments, abilities,  and  experience.  In  a  number  of  cases  it  was  found 
possible  to  attract  to  tne  service  of  the  Reserve  Banks  men  of  high 
qualifications  at  a  rate  of  compensation  substantially  lower  than  they 
had  been  receiving  or  were  in  a  position  to  obtain.  The  action  of  the 
appointees  in  accepting  office  on  short  notice  and  at  the  compensation 
established  was  the  more  to  their  credit  in  that  in  not  a  few  cases  it 
was  necessary  for  them  to  incur  substantial  financial  sacrifice  because 
of  the  unfavorable  conditions  under  which  they  were  obliged  to  dis- 
pose of  their  holdings  of  bank  stock,  the  Federal  reserve  act  maldn^  it 
mandatoiy  that  each  Federal  Reserve  Agent  and  each  director  of  Glass 
C  should  (U vest  himself  of  ownership  of  this  class  of  securities.  A  list  of 
the  compensation  thus  established  for  each  Federal  Reserve  A^ent,  as 
well  as  a  list  of  salaries  of  governors  of  reserve  banks  submitted  to  the 
Federal  Reserve  Board  by  the  several  member  banks  and  approved  in 
accordance  with  law,  is  herewith  submitted  as  a  part  of  Exhibit  G. 

As  soon  as  the  directors  of  the  several  banks  had  been  chosen, 
they  proceeded  to  select  the  nucleus  of  a  suitable  staff,  in  order  that 
the  banl^  ^^^^  ^^  ready  to  begin  active  operations  when  qualified 
to  do  so.  The^  Board  particularly  enjoined  upon  them  the  choice 
of  a  suitable  chief  executive  officer  m  each  mstitution,  with  the 
suggestion  that  this  officer  be  given  the  title  of  ^vemor  in  order 
to  differentiate  his  functions  from  those  of  the  president  of  a  member 
bank.  A  tentative  plan  of  organization,  which  has  been  approxi- 
mately conformed  to  in  the  establishment  of  each  bank,  was,  more- 
over, suggested,  and  is  hereto  attached  as  part  of  Exhibit  G. 

FX7BGHASE  OF  PAPEB. 

Recognizing  that,  in  view  of  the  urgent  character  of  the  situation 
regardi^  the  establishment  of  the  banks,  it  was  not  possible  to 
formulate  in  advance  of  their  opening  a  complete  set  of  regulations 
with  reference  to  their  conduct  and  operation,  the  Board  determined 
to  confine  itself   in  the  beginning  to  those  matters  which  were 
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deemed  absolutely  essential  to  setting  the  banks  in  motion  upon  a 
basis  of  reasonable  efficiency.  It  was  felt  that  the  regulations 
relating  to  discount  operations  and  commercial  paper  in  general 
were  fundamental  and  that  they  should  be  prepared  and  issued  at 
once.  The  result  was  the  preparation  of  a  letter  addressed  to  all 
Federal  Reserve  Agents,  sent  to  them  under  date  of  November  10  as 
Circular  No.  13,  in  which  the  board  set  forth  its  views  with  reference 
to  the  policy  deemed  advisable  to  be  followed  by  the  banks  in  the 
beginning.  It  was  recommended  that  the  Federal  Reserve  Banks 
confine  themselves  strictly  to  dealings  in  short-term,  self-liquidating 
paper  growing  out  of  conunercial,  industrial,  and  agricultural  opera- 
tions, m  the  restricted  senses  of  the  terms,  and  that  particular  care 
be  taken  not  to  discount  or  purchase  paper  which  had  been  issuedf 

Erimarily  for  the  purpose  of^  providing  capital  investment  for  any 
usiness.  In  Exhibit  JS,  hereto  attached,  is  given  a  complete  file  of 
the  regulations  and  circulars  thus  far  issued  by  the  Federal  Reserve 
Board.  The  fuU  text  of  Circular  13,  aforesaid,  with  the  accompany- 
ing regulations,  will  be  found  in  its  proper  place  in  this  exhibit. 

As  already  noted,  it  was  deemed  essential  that,  so  far  as  possible, 
the  capital  and  reserves  to  be  naid  into  the  Federal  Reserve  Bank  at 
the  time  of  organization  shoula  be  taken  from  its  own  vaults  by  eadi 
of  the  contributing  member  banks.  Inasmuch  as  the  act  provided 
that  ^e  capital  should  be  paid  in  gold  or  gold  certificates,  it  was  to 
be  expectea  that  the  bulk  of  such  payments  would,  in  any  event,  be 
made  from  the  vaults  of  the  meml>er  banks.  Reserves,  however, 
might  of  course  be  paid  in  any  form  of  lawful  money  and  the  act 
itself  had  expressly  provided  that  one-half  of  the  reserve  installments 
might  be  received  by  the  Federal  reserve  banks  in  tJiie  form  of  redis- 
coonted  paper.  It  was,  therefore,  thought  proper  to  appeal  to  the 
sense  of  common  interest  and  spirit  of  cooperation  of  uie  member 
banks,  in  order  to  induce  them  to  refrain  from  establishing  reserves 
through  some  means  other  than  that  of  a  direct  deposit  of  cash  from 
their  own  vaults,  and  topay  ia,  so  far  as  possible,  tne  sums  that  were 
due  from  them  to  the  Feaeral  Reserve  Banks  on  reserve  account  in 
the  form  of  gold  or  gold  certificates.  With  this  in  mmd,  the  Board 
transmitted  to  the  member  banks  on  October  28  a  circular  (No.  10) 
in  which  the  banks  were  advised  and  urged  to  make  their  payments 
in  gold  or  its  equivalent  taken  from  their  own  vaults.  As  a  special 
inducement,  the  Federal  Reserve  Banks  were  authorized  to  pay  the 
express  charges  upon  cash  amounts  thus  remitted  to  them  by  member 
banks. 

There  was.  of  course,  at  no  time  any  provision  of  law  prohibiting, 
member  banks  from  drawiog  upon  their  correspondent  baijcs  for  the 


means  wherewith  to  make  these  payments,  but  it  was  believed  that 

ig  to  foreso  tlw 

fully  justified  this  befief . 


they  would  be  wilHi^  to  for^o  tne  exercise  of  this  right  and  events 


On  Monday,  the  16th  of  November,  the  date  already  fixed  by  the 
Secretary  of  the  Treasury,  as  above  indicated,  the  new  banks 
opened  their  doors  for  busiuess.  The  statement  issued  on  the  fol- 
lowing Saturday  showing  the  condition  as  of  the  evening;  previouS| 
Indicates  how  luUv  the  member  banks  had  complied  with  the  re- 
serve suggestions  tnat  had  been  made  to  them. 

The  statement  referred  to  will  be  found  tabulated,  with  the  suc- 
ceeding weekly  statements  issued  by  the  board  in  accordance  with 


/ 
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Iaw,  in  Exhibit  K,  hereto  attached,  and  from  it  will  be  seen  that, 
at  the  end  of  the  firat  week's  operations,  there  had  been  paid  into  the 
reserve  banks  a  total  of  $227,880,000,  of  which  a  very  large  peroentago 
was  either  in  gold  or  cold  certificates.  It  should  be  added  that  this 
great  transfer  of  funds  was  accomplisbod  without  the  sL^btest  danger 
or  halt  to  business,  and  without  any  inconvenience  to  the  banking 
community.  Subsequent  to  the  payment  of  the  reserves,  inquiry 
was  made  of  each  Federal  Beserve  A^nt  regarding  the  method  of 
paying  reserves  adopted  by  each  bank.  The  results  of  this  inquiry 
are  presented  in  tabulated  form  in  Exhibit  L. 

As  has  aheady  been  observed,  doubt  had  been  expressed  in  various 
quarterg  whether  it  would  be  practicable  to  open  the  new  banks 
before  the  new  yeai".  There  was  also  criticism  in  some  quarters 
because  they  wore  not  opened  earUer  than  they  actually  were.  The 
fact  is  that  the  banks  were  opened  at  the  earliest  practicable  moment. 
Events  have  since  shown  that  the  opening  ef  the  institutions  was 
wisely  timed  to  synchronize  with  the  restoration  of  activity  in  our 
export  trade.  Subsequent  development  showed  that  it  was  possible 
for  the  Federal  Reserve  Banks  to  begin  business  with  substantially 
the  whole  of  their  reserve  deposits  in  gold  and  without  pressure  on 
general  business  or  credit  conditions. 

DISCOUNT  POUOT. 

With  the  system  thus  established,  the  question  of  a  discount 
policy  immediately  became  urgent.  The  ooard  bod  been  ap- 
pealed to  by  the  authorized  representatives  of  the  several  Fed- 
eral Reserve  Banks  for  some  10  days  prior  to  the  official  date  set 
for  the  opening  of  the  institutions,  to  make  su^ostions  to  them  with 
regard  to  their  discount  poUcy,  for  it  was  generaUy  appreciated  that 
the  adoption  of  a  fairly  uniform  and  consistent  policy  to  be  pursued 
by  all  the  banks  would  go  far  to  insure  the  smooth  working  of  the  sys- 
tem. Under  the  provisions  of  paragraph  (d)  of  section  14  of  the 
Federal  reserve  act,  the  Federal  Reserve  Board  is  authorized  to  review 
and  determine  the  rates  of  discount  to  be  charged  by  each  Federal 
Reserve  Bank.    The  act  gives  power  to  each  bank: 

To  eetsbliah  from  time  to  time,  subject  to  review  and  determinftttoa  of  tlie  Fedenl 

Beaerve  Board,  rates  of  diflcount  to  be  charged  by  the  Federal  reserve  bank  for  each 

claoB  of  paper,  which  ah&ll  be  fixed  with  a  view  of  accommodating  commeroe  uid 

buaiaesa. 

In  response  to  a  telegraphic  inquiry,  each  bank  submitted  its  views 

rate  of  discount  thought  to  be  advisable  for  its 

ulation  and  comparison  of  these  results  it  was 

not  vary  greatly,  the  rates  ranging  from  6  to  7  per 

r.    A  study  of  the  existing  state  oi  affairs  satisfied 

he  start  and  imtil  the  banks  could  get  a  firm 

with  prudence  and  conservatism,  and  it  was  con- 

LX  the  rates  of  discount  at  from  5)  to  6}  per  cent. 

ally  established  were  subsequently  lowered  from 

application  by  the  respective  banks,  the  lowest 

ved  being  4i  per  cent  for  30-day  paper.     A  com- 

all  rates  of  discount  thus  approved  for  each  of 

lund  in  Exhibit  M,  hereto  attached. 
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READJUSTMENT  OF  RESERVES. 

Beference  ma^  be  made  to  another  feature  of  the  Federal  reserve 
act  in  connection  with  the  money  market  conditions  prevailing 
at  the  time.  Section  19  of  the  Federal  reserve  act  provided 
for  a  readjustment  of  member  bank  reserves  upon  a  new  and  lower 
basis^  cutting  the  percentage  of  required  reserves  in  central  reserve 
dties  from  25  to  18  per  cent  of  outstanding  demand  deposits  and  5 
per  cent  of  outstanding  time  deposits^  the  required  percentage  in 
reserve  cities  from  25  to  15  per  cent  demand  deposits  and  5  per  cent 
of  time  deposits,  the  percentage  of  reserve  in  country  banks  from  15 
to  12  per  cent  of  demand  deposits  and  5  per  cent  of  time  deposits. 
This  readjustment  by  the  terms  of  the  law  took  effect  immeoiately 
upon  the  establishment  of  the  new  banks,  i.  e.,  on  November  16. 
From  Uie  beginning  of  the  war  in  Europe  there  had  been  an  abnormal 
reserve  situation  in  most  of  the  financial  centers.  New  York  banks 
particularly  being  most  of  the  time  considerably  below  their  reserve 
requirements  because  of  the  heavy  drafts  made  upon  them  by  interior 
banks  and  by  the  public. 

The  change  in  reserve  requirements,  however,  brought  a  material 
change  in  mis  condition  and  released,  not  only  in  New  York  but 
throughout  the  country,  a  very  considerable  amount  of  funds  whidi 
had  previously  had  to  be  held  idle  by  the  banks  in  order  to  bring  or 
keep  themselves  within  the  requirements  of  the  law.  Precisely  wnat 
amount  of  reserves  was  thus  released  throughout  the  country  has  not 
been  accurately  estimated  and  probably  can  not  be,  owing  to  the  fact 
that  reserve  accounts  in  the  existing  system  of  correspondent  banks 
are  so  closely  and  complexly  intertwined.  It  is,  however,  an  un- 
doubted fact  that  the  release  of  actual  cash  was  very  large  and  that 
the  increase  of  lending  power  on  the  part  of  member  banks  was  corre- 
spondingly larger.  Member  banks  were  thereby  enabled  to  extend 
loans  to  their  customers  very  much  more  freely,  with  a  commensurate 
decline  of  discount  rates  as  a  consequence.  While  hesitation  in  mak- 
ing loans  was  shown  by  many  of  the  banks  during  the  weeks  preceding 
November  16,  and  the  nrevailin^  rates  on  commercial  paper  did  not 
go  below  6  per  cent  in  New  York,  and  averaged  consiaerably  higher 
m  many  parts  of  the  coimtry,  the  opening  oi  the  reserve  system  en- 
abled the  banks  in  the  larger  centers,  in  view  of  the  very  jgreat  relief 
given  to  them  through  the  release  of  reserves,  to  reduce  tms  rate,  and 
within  two  weeks  after  the  new  banks  had  come  into  existence  pre- 
vailing interest  rates  for  the  best  paper  fell  as  low  as  3^  and  4  per  cent, 
while  Dank  acceptances  (which  had  been  legalized  by  the  Federal  reserve 
act)  were  marketed  at  a  still  lower  rate.  In  some  parts  of  the  South 
banks  were  able  to  obtain  accommodation  at  rates  asiow  as  4^  per  cent, 
and  in  certain  instances  lower  rates  have  been  reported. 

The  reduction  of  reserve  requirements  was  oruy  a  part,  however, 
of  the  beneficial  effects  of  the  new  system.  Appreciation  of  the 
fact  that  when  the  new  lending  power  should  all  have  been  absorbed 
there  would  still  remain  the  great  credit  potentialities  of  the  Federal 
reserve  banks,  furnished  a  basic  element  of  confidence  which  helped 
to  lower  the  abnormally  high  rate  of  interest  that  had  existed. 

TVhen  the  financial  anxiety  which  prevailed  during  the  latter  part 
of  the  past  summer  and  the  difficulty  which  was  then  experienced  in 
getting  banking  accommodation  at  reasonable  rates,   even  upon 
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security  of  undoubted  solidity,  are  recalled,  the  substantial  improve- 
ment whidi  has  taken  place  smce  becomes  evident  and  is  a  remarkable 
tribute  not  only  to  the  recuperative  power  of  American  commerce 
and  industry  but  also  and  largely  to  the  beneficial  operation  of  the 
new  banking  system.    Those  whose  habit  it  is  quickly  to  forget  the 

East,  may  think  that  this  swift  recovery  was  somethms  automatic, 
ut  the  most  casual  survey  shows  that  it  was  the  added  strength 
brought  to  our  banking  organization  throuj^h  the  establishment  of 
the  new  system  that  has  made  possible  the  notable  reduction  in 
interest  rates  which  began  in  the  latter  part  of  November. 

Because  of  the  greater  ease  and  material  relief  thus  afforded  the 
member  banks,  they  were  easily  able  to  meet  the  demands  of  their 
customers  from  their  own  resources  or  those  of  their  correspondents, 
and  there  was  consequently  little  occasion  to  resort  to  the  Federal 
reserve  banks  for  accommodation.  It  was  therefore  considered  safe 
to  reduce  the  discount  rate  of  Federal  reserve  banks,  and  reductions 
were  successively  made  upon  application  until  the  low  point  was 
reached  on  December  23,  when  a  rate  of  4^  per  cent  for  30-day 
maturities  was  approved  for  the  Federal  reserve  bank  of  New  York. 
Corresponding  reductions  were  subsequently  approved  for  other 
Federal  Beserve  Banks. 

It  should,  in  a  word,  be  emphasized  that  the  effect  of  the  Federal 
Reserve  Banks  and  the  reserve  system  as  a  whole  on  discount  rates  is 
by  no  means  fully  disclosed  in  tne  rates  and  the  transactions  of  the 
Federal  Beserve  6anks  themselves. 

GOLD   EXCHANGE  FUND. 

At  thi»  point  and  in  this  connection,  a  review  may  suitably  be 
made  of  the  series  of  relief  measures  which  were  undertaken,  and  in 
which  ihe  Federal  Reserve  Board  has  been  an  active  factor,  for  the 
purpose  of  improving  and  helping  the  situation  in  which  the  country 
found  itself  in  the  weeks  and  months  precedii^  the  establishment 
of  the  Federal  reserve  banks,  as  a  result  of  the  European  war.  One 
of  the  earUest  and  most  trying  consequences  of  the  war  was  the 
development  of  a  highly  abnormal  and  artificial  condition  in  the 
f orei^  exchange  market. 

This  situation  was  due  essentially  to  the  fact  that  a  larce  current 
balance  was  at  the  time  owing  to  Europe,  f  orei^  holdings  ofAmerican 
securities  had  been  placed  on  the  market,  foreign  credit  facilities  had 
been  withdrawn,  ana  our  export  trade  had  suffered  a  serious  shock  from 
the  disorganization  of  shipping  and  the  breaking  down  of  European 
credit  machinery  immediately  5 ter  the  outbreak  of  the  war.  Further- 
more, a  large  amount  of  American  securities  had  been  issued  payable 
in  Europe,  and  were  about  to  matiune. 

These  conditions  exposed  our  banks  to  a  drain  of  gold  severe  enough 
to  endanger  our  entire  banking  structure.  This,  on  the  other  hand, 
made  it  difficult  for  those  who  had  to  discharge  obligations  due  in 
Europe  to  procure  gold  or  remittances  at  prices  equivalent  to  the 
shipment  oi  gold.  The  consequence  was  that  rates  for  drafts  and 
cable  transfers  rose  to  prices  wnich  were  equivalent  to  a  substantial 
premium  on  gold. 

In  order  to  cope  with  this  extraordinary  situation,  it  was  felt  that 
joint  action  on  a  comprehensive  plan  would  become  necessary.    The 
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Federal  Reserve  Board,  in  conjunction  with  the  Secretary  of  the 
Treasury,  therefore,  took  the  initiatiye  in  calling,  September  4,  a  con- 
ference of  representatives  of  the  clearing  houses  of  all  the  reserve 
cities.  The  conference  had  a  twofold  purpose.  On  the  one  hand,  it 
soueht  to  establish,  so  far  as  that  could  oe  done^  the  aggregate  amount 
of  ue  actual  current  indebtedness  of  the  Umted  States  to  Europe, 
and,  on  the  other  hand,  to  devise  a  means  of  cooperation  in  dealmg 
with  the  situation. 

The  investigation  undertaken  by  the  Federal  Reserve  Board  and 
the  conference  above  mentioned  disclosed  the  opinion  that  the  current 
indebtedness  of  the  United  States  to  foreign  countries  was  to  b.e 
stated  at  approximately  $500,000,000,  a  simi  the  maturity  of  which 
was  spread  over  a  period  of  months.  The  conference  also  resulted 
in  the  formulation  of  a  plan  of  relief.  A  committee  of  bankers 
appointed  at  this  conference  subsequently  recommended  a  plan  for 
the  formation  of  a  gold  fund  of  $100,000,000,  which  was  approved  by 
the  Board  on  September  19,  and  a  letter  was  sent  to  the  presidents  of 
the  clearing  house  associations  throughout  the  country  under  date  of 
September  21,  1914,  in  which  subscriptions  aggregating  this  sum 
were  asked.  The  Federal  Reserve  Board  had  been  requested  to  allot 
the  pro  rata  of  the  contributions  to  be  made  to  each  clearing-house 
district,  and  such  allotment  was  made.  Action  upon  these  allot- 
ments was  prompt  and  effective,  and  a  total  of  over  $108,000,000  was 
subscribed. 

As  had  been  expected,  the  beneficial  effect  of  the  establishment  of 
this  fund  became  evident  almost  immediately,  notwithstanding  that 
only  a  comparatively  small  percentage  of  the  amount  subscribed  was 
actually  called  for,  and  notmore  than$10,000,000  was  actually  exported 
to  furnish  a  basis  for  selling  foreign  exchange.  By  the  tune  of  the 
opening  of  the  Federal  Reserve  Banks,  the  premium  had  disappeared 
and  the  danger  of  immediate  gold  exports  had  been  removed. 

At  the  end  of  September,  howeVer,  there  still  existed  a  disruption 
of  trade,  the  cotton  market  was  still  completely  disorganized,  sales 
and  shipments  of  the  staple  had  stopped,  the  cotton  exchanges 
remained  closed  both  in  the  United  States  and  in  Enjgland,  and  it 
appeared  impossible  at  that  time  to  foretell  what  bearing  these  and 
other  abnormal  conditions  would  have  upon  the  future  development 
of  the  balance  of  international  payments.  The  desire  was  conse- 
quently expressed  by  leading  bankers  that  means  be  foimd  for  dis- 
cussing and  further  dealing  with  these  pending  problems.  It  was 
therefore  suggested  that  a  free  exchange  of  views  between  represen- 
tatives of  C^at  Britain  and  the  United  States — the  two  countries 
primarily  involved — ^would  be  to  their  mutual  advantage  if  it  could 
DC  arranged. 

At  the  instance  of  the  Secretary^f  the  Treasury,  an  invitation  was 
therefore  extended  to  the  British  Government  to  send  representatives 
to  this  country.  The  purpose  of  this  invitation  was  to  secure  the 
exercise  of  the  good  offices  of  the  two  Govemmente  concerned  in 
bringing  about  a  better  understanding  between  the  bankers  of  the 
two  countries  and  the  restoration  as  speedily  as  possible  of  normal 
conditions  of  exchange.  'The  British  Government  designated  Sir 
George  Paish  and  Basil  P.  Blackett,  Esq.,  as  its  representatives. 
These  gentlemen  proceeded  to  Washington  and  on  October  23  held  a 
first  conference  with  the  Secretarv  of  the  Treasury  and  this  Board. 
Subsequently  other  conferences  ^ome  of  them  attended  by  repre- 
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sentativeB  of  bankers  from  the  main  financial  centers  of  the  countrv) 
were  held  and  the  situation  was  discussed  in  great  detail.  Meanwhile, 
more  normal  conditions  of  commerce  had  been  reestablished  and 
negotiations  which  led  to  the  adoption  of  the  so-called  cotton-loan  fund 

Elan,  to  which  reference  will  be  made  hereafter,  had  produced  most 
eneficial  results.  It  had  become  possible  to  reopen  the  cotton 
exchanges  both  in  the  United  States  and  in  England,  and  the  staple 
which  &Q  so  vital  a  bearing  upon  the  volume  of  our  trade  balance  had 
begun  to  move  from  producers  to  consumers,  both  at  home  and 
abroad. 

In  these  circumstances  the  occasion  for  further  negotiations  dis- 
appeared, and  on  Januarv  7,  1915,  it  was  officially  announced  that 
conditions  had  so  far  risnted  themselves  that  any  further  ne^tia- 
tions  for  the  solution  of  tne  problems  involved  coula  be  left  to  private 
initiative. 

COTTON  LOAN  FUND. 

Almost  immediately  after  the  outbreak  of  war,  it  was  seen  that 
unless  hostilities  should  terminate  within  a  very  much  shorter  period 
than  seemed  likely,  serious  injury  would  be  inflicted  upon  the  cotton- 
producing  States.  As  early  as  August  26,  1914,  the  Secretary  of  the 
iVeasury  had  called  a  comerence  m  Washington*  of  representatives 
of  cotton  producers,  manufacturers,  bankers,  merchants,  and  riulroad 
men,  in  which  the  Board  participated.  As  is  well  known,  about  60 
per  cent  of  the  total  cotton  production  of  the  United  States  is  annually 
sent  abroad.  An  unusually  large  acreage  had  been  planted,  the 
season  had  been  favorable,  and  a  very  large  crop  was  approachii^ 
maturity.  These  circumstances  woulci  in  any  event  have  depressed 
the  price  T)f  cotton,  even  under  ordinary  conditions.  The  closing  of 
the  cotton  exchanges,  both  in  the  United  States  and  in  England  was, 
however,  precipitated  by  the  chaotic  conditions  following  the  sudden 
interruption  ox  the  movement  of  cotton  and  the  apprehension  that, 
with  most  of  the  great  cotton-consuming  countries  mvolved  in  war, 
a  normal  demand  for  the  staple  could  not  be  expected.  Prices  col- 
lapsed, quotations  were  unobtainable,  and  with  the  markets  utterly 
demoralized,  sales  were  made  sporadically  at  various  points  in  the 
South  at  5  cents  per  pound — and  even  lower  have  been  reported.  As 
the  cotton  planter  is  so  largely  dependent  upon  credit  in  the  raising  of 
his  crop,  it  was  necessary  to  provide  some  means  of  assisting  him  to 
secure  such  accommodations  as  he  midit  require  to  meet  the  obliga- 
tions he  would  ordinarily  have  provided  for  by  the  sale  of  his  product 
in  the  open  market. 

Various  plans  of  reUef  were  broiu^ht  to  the  attention,  both  of  this 
Board  and  of  the  Secretary  of  the  Treasury  by  bankers  and  business 
men,  among  them  a  suggestion  for  the  establi^mient  of  a  cotton-loan 
fund  somewhat  similar  in  character  and  management  to  the  gold- 
exchange  fimd.  Many  conferences  were  held  regarding  the  problem, 
with  the  ultimate  result  that  the  banks  of  the  city  of  New  York 
agreed  to  pledge  a  subscription  of  $50,000,000  to  such  a  fund,  pro« 
vided  that  an  equal  amount  be  raised  through  the  clearing  houses 
in  other  than  cotton-producing  States.  The  plan  provided  that  to  the 
$100,000,000  thus  to  be  raised  should  be  addea  a  further  sum  of 
$35,000,000  to  be  contributed  by  banks  in  the  cotton-producing 
States,  provided  that  the  $100,000,000  should  be  called  for  in  pro- 
portion as  the  $35,000,000  should  oe  subscribed  and  paid  in.    The 
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Board  was  asked  to  pass  upon  this  plan  and  gave  it  official  sanction 
on  October  24,  1914.  Details  of  tnis  cotton  plan  will  be  found  in 
Exhibit  N,  hereto  attached. 

During  these  negotiations  the  Federal  Reserve  Board  became 
oonyinced  that^  as  in  the  case  of  the  gold  fund^  it  would  be  impossible 
to  raise  the  money  necessary  to  refieve  the  cotton  situation  under 
any  plan  devised  simply  for  the  general  ^ood;  unless  tlie  members 
of  the  Board;  even  though  not  acting  m  their  official  capacity, 
should  give  their  support  and  sanction  to  the  undertaking.  YtH^e 
very  reluctant  to  assume  any  additional  responsibilities;  the  mem- 
bers of  the  Board;  acting  in  their  individual  capacity;  felt  impelled 
by  the  same  sense  of  public  duty  which  had  actuated  them  m  the 
case  of  the  gold  fund  to  respond  to  the  caU  and  to  act  as  the  central 
committee  of  the  cotton  loan  fund;  being  satisfied  that  the  neces- 
sities of  the  case  demanded  such  action,  and  that  public  opinion 
would  approve  this  step. 

The  opening  of  the  Federal  Reserve  Banks  on  November  16  released 
a  large  amount  of  reserve  fundS;  thereby  enabling  member  banks 
to  make  new  loans  and  ^ant  extensions  which  otherwise  would 
have  been  impossible.  It  oecame  evident  that  the  formation  of  the 
cotton  fund;  like  that  of  the  gold  fund,  had  rendered  material  service 
by  restoring  confidence;  thus  stabilizing  values  and  establishing  a 
basis  for  extension  of  credit  on  cotton  as  collateral.  With  the  cotton- 
fund  at  hand  to  supply  long-time  loans  and  with  short-term  credit 
much  more  freely  extended  by  member  banks  in  view  of  the  reduction 
of  their  reserve  requirements;  it  was  possible  for  the  Federal  Reserve 
Banks  to  hepn  operations  in  full  confidence  that  the  provision  thus 
made  for  safeguarding  the  situation  would  relieve  them  from  undue 
strain,  while  fully  protecting  such  cotton  producers  as  are  willing  to  pay 
a  moderate  rate  or  interest  for  long  time  loans  on  cotton.  As  witli  the 
fi;old  exchange  fund,  the  help  extended  was  laigely  that  which  comes 
from  cooperative  enort  and  from  the  knowle(^  on  the  part  of  the 
community  that  there  is  a  source  of  assistance  which  may  confidently 
be  looked  to.  In  such  situations,  the  beneficial  effects  can  not  be 
measured  by  the  actual  amounts  that  are  loaned  or  the  tangible 
restdts  that  are  obtained;  but  they  are  none  the  less  real  and  of  large 
consequence. 

CUBBENCT   srrUATION. 

A  phase  of  the  banking  and  currency  situation  deserves  to  be 
especiaUy  noted  because  of  the  light  it  throws  upon  the  extent  of  the 
demands  for  circulating  notes  to  which  the  Federal  Reserve  Banks 
may  be  subjected  during  their  initial  period  of  operation.  As  has 
been  shown  m  the  annual  report  of  the  Secretary  ot  the  Treasury;  one 
immediate  result  of  the  war  was  the  issue  in  many  cities  of  clearing- 
house certificates.  Furthermore;  a  large  volume  of  emergency  cur- 
rency was  issued  by  the  Secretary  of  tne  Treasury,  under  the  pro- 
visions of  the  act  of  Mav  30;  1908;  which  had  been  amended  and 
extended  by  the  Federal  reserve  act;  and  which  was  still  further 
amended  by  Congress  early  in  August  so  as  te  allow  the  freer  issue  of 
notes  in  the  maimer  indicated. 

The  total  amoimt  of  the  emergency  currency  issued  segregated 
about  $380;000;000.  The  channels  of  circulation  were  tnus  filled 
before  the  end  of  the  summer;  notwithstending  the  fact  that  large 
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amounts  of  lawful  money  had  been  withdrawn  and  hoarded  both  by 
banks  and  individuals,  under  these  conditions  it  seemed  reasonably 
certain  that  the  Federal  Beserve  Banks  upon  their  organization  would 
not  be  instantly  called  upon  for  a  substantial  issue  or  Federal  reserve 
notes.  This  view  was  all  the  more  justified  by  the  fact  that  many 
banks  had  placed  their  best  paper  with  the  national  currency  asso- 
ciations as  security  for  emergency  currency,  and  by  the  further  cir- 
cumstance that  the  tax  on  tms  currency  at  the  lower  rate  established 
by  Congress  would  not,  for  several  months'  approximate  the  rate  of 
discount  which  probably  would  be  charged  by  Federal  Reserve  Banks. 
With  the  organization  of  the  Federal  Keserve  Banks  the  pressure  for 
note  accommodation  passed  aw&y  almost  as  quickly  as  it  had  come. 
Gold  reappeared  in  circulation  at  an  early  date  and  the  retirement 
both  of  tne  clearing-house  certificates  and  of  the  emergency  currency 
was  begun.  In  those  cities  where  rates  of  interest  on  clearing-house 
certificates  were  very  high,  the  Federal  Reserve  Banks  materially  aided 
the  retirement  of  such  emei^ency  certificates. 

The  emergency  currency  issued  under  the  act  of  May  30,  1908,  as 
amended,  is  now  being  rapidly  retired  by  natural  i)roce8ses.  Some 
$280,000,000  have  already  oeen  withdrawn,  thus  leaving  in  circulation 
less  than  $100,000,000  at  the  date  of  this  report.  It  is  expected  that 
with  the  lower  rates  of  discount  now  prevailing  at  the  Federal  Reserve 
Banks  and  with  the  continued  increase  in  the  rate  of  taxation  to 
which  emergency  currency  is  made  subject,  there  will  be  a  gradual 
conversion  of  such  currency  into  Federal  reserve  notes  so  far  as  the 
existing  notes  are  not  redundant.  Had  the  Federal  Reserve  Banks 
been  in  operation  at  the  beginning  of  August  they  would  naturally 
have  supplied  the  great  volume  of  currency  which  was  called  for,  and 
they  womd  have  derived  the  profit  for  the  service  rendered. 

OPEN-HABEET  OPERATIONS. 

The  Federal  reserve  act  provides  in  section  14  for  open-market  oper- 
ations by  Federal  Reserve  Banira,  to  be  engaged  in  whenever  such 
employment  of  their  free  funds  would  appear  desirable.  For  reasons 
already  given,  the  Board  did  not  believe  that  it  was  necessary  at  the 
outset  to  make  provision  for  the  exercise  of  these  functions.  As  soon, 
however,  as  the  first  pressure  connected  with  the  establishment  of  the 
system  had  passed,  the  duty  of  investigating  and  preparing  for  open- 
market  operations  was  taken  up,  and  the  banks  were  on  December 
18  given  authority  to  purchase  (jovemment  bonds  within  the  limits 
of  prudence,  as  they  mi^ht  see  fit. 

On  December  23,  copies  of  a  tentative  set  of  regulations  relating 
to  the  purchase  of  certain  warrants,  revenue  bonp,  etc.,  issued  by 
States,  municipaUties,  and  other  political  subdivisions,  were  likewise 
transmitted  to  the  banks. 

Drafts  of  regulations  governing  the  purchase  of  acceptances  in  the 
open  market  have  been  prepared  and  will  shortly  be  issued.  Other 
open  market  operations  will  be  provided  for  by  regulation  as  rapidly 
as  possible.  When  this  has  been  accomplished,  tnere  will  be  ample 
employment  for  all  funds  which  experience  may  demonstrate  the 
Feaeral  Reserve  Banks  can  safely  and  properly  invest,  at  times  when 
their  funds  should  not  be  absorbed  in  reeponoing  to  strictly  agricul- 
tural, commercial,  or  industrial  demands. 
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PLACE  OF  BESEBYE   BANKS. 

The  questioQy  however,  naturally  suggests  itself  and  must  be 
frankly  faced:  What  is  the  proper  place  and  function  of  the  Federal 
Reserve  Banks  in  our  banking  and  credit  system  ?  On  the  one  hand, 
it  is  represented  that  they  are  merely  emergency  banks  to  be  re- 
scHted  to  for  assistance  only  in  time  of  abnormal  stress;  while  on 
the  other,  it  is  claimed  that  they  are  in  essence  simply  additional 
htnks  which  should  compete  with  the  member  banks,  especialljr  with 
those  of  the  greatest  power.  The  function  of  a  reserve  bank  is  not 
to  be  identified  witii  either  of  these  extremes,  although  occasions 
mhj  arise  when  either  of  such  courses  may  be  imperative.  Its  duty 
pUmly  b  not  to  await  emergencies  but  by  anticipation,  to  do  what 
It  can  to  prevent  them.  So  also  if,  at  anv  time,  commerce,  industry 
or  agriculture  are,  in  the  opinion  of  the  Federal  Reserve  Board,  bur- 
dened unduly  with  excessive  interest  charges,  it  will  be  the  clear 
aod  imperative  duty  of  the  Reserve  Board  acting  through  the  dis- 
count rate  and  open  market  powers,  to  secure  a  wider  mffusion  of 
credit  facilities  at  reasonable  rates.  The  Federal  Reserve  Banks  are 
the  holders  of  a  large  part  of  the  banking  reserves  of  the  nation,  the 
foundation  of  its  banking  structure.  Noming  should  be  permitted  in 
the  operation  of  the  Reserve  Banks  which  would  weaken  this  f ounda^- 
tion.  The  resources  of  a  Reserve  Bank,  to  be  useful  for  its  peculiar 
purposes,  should  alwa^  be  readily  woaildble.  It  follows,  therefore, 
that  they  should  be  mainly  invested  in  such  short-term  hquid  invest- 
ments as  can  be  easily  converted  into  cash  as  occasion  maj  require. 
This  conception  of  a  Reserve  Bank,  moreover^  impUes  that  its  invest- 
menlB  should  be  marshaled  in  a  steady  succession  of  maturities,  so  that 
it  may  at  all  tim^  as  nearly  as  possible  prove  equal  to  the  situation. 

The  ready  availability  of  its  resources  is  of  supreme  importance  in 
the  conduct  of  a  Reserve  Bank.  Only  then  can  it  become  a  safe 
and  at  the  same  time  flexible  instrument  of  guidance  and  control, 
a  regulator  of  interest  rates  and  conditions.  Only  then  will  it  con- 
stantly carry  the  promise  of  being  able  to  protect  business  against 
the  harmful  stimulus  and  consequences  of  iU-advised  expansions  of 
credit  on  the  one  hand,  or  against  the  menace  of  unnatural  restric- 
tions and  uimecessaiy  contractions  on  the  other,  with  exorbitant 
rates  of  interest  and  artificial  stringencies.  It  should  at  all  times 
be  a  steadying  influence^  leading  when  and  where  leadership  is 
requisite,  but  never  allowing  itself  to  become  an  instrument  for  the 

Eromotion  of  the  seliSsh  interest  of  any  private  or  sectional  group, 
e  their  aims  and  methods  open  or  disguised.  It  should  never 
be  lost  to  sight  that  the  Reserve  Banks  are  invested  with  much  of 
the  quaUty  of  a  public  trust.  They  were  created  because  of  the  exist- 
ence^ of  certain  common  needs  and  interests,  and  they  should  be 
administered  for  the  common  welfare— for  the  good  of  all. 

The  more  complete  adaptation  of  the  credit  mechanism  and 
facihties  of  the  country  to  the  needs  of  industry,  commerce,  and  agri- 
culture— ^with  all  their  seasonal  fluctuations  and  contingencies — 
should  be  the  constant  aim  of  a  Reserve  Bank's  management.  To 
provide  and  maintain  a  fluid  condition  of  credit,  such  as  will  make 
of  the  Reserve  Banks  at  idl  times  and  imder  all  conditions  institu- 
tions of  accommodation  in  the  larger  and  public  sense  of  the  term 
is  the  first  responsibility  of  a  Reserve  Bank. 
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It  should  not,  howev^er,  be  assumed  that  because  a  bank  is  a  Reserv^e' 
Bank  its  resources  should  be  kept  idle  for  use  only  in  times  of  difli- 
culty,  OF;  if  used  at  ail  in  ordinary  times,  used  reluctantly  and  spar^ 
in^ly.    Neither  should  it  be  assumed  that  because  a  Reserve  Bank  is 
aiarge  and  powerful  bank  aU  its  resources  should  be  in  use  all  the 
time  or  that  it  should  enter  into  keen  competition  with  member  banks, 
distributing  accommodation  with  a  free  and  lavish  hand  in  under- 
taking to  quicken  unwisely  the  pace  of  indiistry .    Such  a  policy  would  be 
sure,  sooner  or  later,  to  invite  aisaster.    Time  and  experience  will  sho*^^ 
what  the  seasonal  variations  in  the  credit  demands  and  facilities  in 
each  of  the  Reserve  Banks  of  the  several  districts  will  be  and  whem 
and  to  what  extent  a  Reserve  Bank  may,  without  violating  its  special 
function  as  a  guardian  of  banking  reserv^es,  engage  in  banking  ancF 
credit  operations.    The  Reserve  Banks  have  expenses  to  meet,  and 
while  it  would  be  a  mistake  to  regard  them  merely  as  profit-making 
concerns  and  to  applv  to  them  the  ordinary  test  of  busmess  success, 
there  is  no  reason  wny  they  should  not  earn  their  expenses,  and  a 
fair  profit  besides,  without  failing  to  exercise  their  proper  functions 
and  exceeding  the  bounds  of  prudence  in  then-  management.    Mor^- 
over,  the  Reserve  Banks  can  never  become  the  leading  and  important 
factor  in  the  money  market  which  they  were  designed  to  be  unless  a 
considerable  portion  of  their  resources  is  regularly  and  constantly 
einployed. 

There  will  be  times  when  the  great  weight  of  their  influence  and 
resources  should  be  exerted  to  secure  a  freer  extension  of  credit  and 
an  easing  of  rates  in  order  that  the  borrowing  community  shall  be 
able  to  obtain  accommodation  at  the  lowest  rates  warranted  by 
existing  conditions  and  be  ade(][uately  protected  against  exorbitant 
rates  of  interest.  There  will  just  as  certainlj,  however,  be  other 
times  when  prudence  and  a  proper  regard  for  the  common  good  will 
require  that  an  opposite  course  should  be  pursued  and  accommoda- 
tions curtailed.  Normally,  therefore,  a  considerable  proportion  of 
its  resources  should  always  be  kept  invested  by  a  Reserve  Bank  in 
order  that  the  release  or  withdrawal  from  active  employment  of  its 
banlring  funds  may  alwavs  exercise  a  beneficial  influence.  This  i» 
merely  saying  that  to  influence  the  market  a  Reserve  Bank  must 
always  be  in  the  market,  and  in  this  sense  Reserve  Banks  will  be 
active  banking  concerns  when  once  they  have  found  their  true 
position  imder  the  new  banking  conditions. 

It  would  be  a  mistake,  therefore,  and  a  serious  limitation  of  their 
usefulness  to  regard  the  Reserve  Banks  simply  as  emergency  banks. 
Regulation  in  ordinary  times,  as  well  as  protection  in  extraordinary 
times,  may  be  expected  to  become  the  chief  service  which  these 
institutions  will  perform.  The  Federal  Reserve  Board  is  fuUy  aUve 
to  its  opportunity  and  responsibilities  in  this  respect,  but  it  must 
counsel  patience  m  awaiting  the  fruition  of  the  new  system.  It  wiU 
take  time  for  the  new  banlS  to  develop  the  technique  of  control  and 
skill  and  experience  in  its  apphcation.  The  ascertainment  of  the 
correct  base  from  which  comprehensive  operations  should  begin; 
the  establishment  of  a  normal  level  from  which  expansions  and 
contractions  will  freely  take  place  will  have  a  most  important  bear- 
ing upotL  the  future  development  and  success  of  the  system.  Impa- 
tience to  show  results  should  not  be  permitted  to  tempt  those  in 
chaige  of  the  Reserve  Banks  into  precipitate  and  unwise  action. 
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Hie  vast  and  complex  structure  of  modem  banking  and  credit 
gyBtems  is  one  of  extreme  delicac;]^  of  balance  and  adjustments,  and 
it  must  never  be  overlooked  that  it  is  highly  sensitive  to  all  manner 
of  disturbances,  as  recent  events  have  painfully  demonstrated. 
'the  banking  systems  of  the  larger  nations  are  closely  related  to  one 
another,  and  financial  distress  or  collapse  at  one  point  quickly  trans- 
mits shock  to  all  others.  Safety  for  us  in  critical  times  will  depend 
on  the  confidence  our  system  commands,  the  strength  of  its  reserves, 
and  its  power  to  bring  them  into  action  promptly  and  effectively  if 
needed. 

In  dealing  with  new  districts  and  entirely  changed  banking  methods, 
time  and  experience  alone  can  supply  the  data  necessary  for  charting 
the  course  to  be  pursued.  This  consideration,  if  nothing^  else,  would 
sugi^t  the  greatest  patience  and  prudence  even  if  the  European 
horizon  were  less  clouaed  than  it  is  to-day.  None  the  less,  the  Board 
realizes  that  where  extraordinary  conditions  warrant  extraordinary 
measures,  it  is  the  foremost  duty  of  the  Board  and  the  banks  to  act 
promptly  and  boldly. 

CLEABINQ  OF  OHEOKS. 

The  Federal  reserve  act,  in  sections  13  and  16,  provides  in  general 
lan^age  for  the  collection  and  clearing  of  checlss  without,  however, 
undiertaking  to  defitae  more  precisely  tne  exact  extent  or  character 
of  these  operations.  It  does,  however,  prescribe  the  character  of 
the  items  tnat  may  be  received  on  deposit  by  Federal  Reserve  Banks 
and  clearly  contemplates  the  performance  of  certain  clearing  func- 
tions by  such  banks  for  their  members.  It  also  contemplates  clear- 
ings of  undefined  extent  among  the  seve^al  Reserve  Banks  and  au- 
thorizes the  Board  itself  to  act  as  a  clearing  house  for  the  several 
Reserve  Banks,  or  to  designate  one  of  these  banks  to  perform  this 
service. 

From  the  beginning,  the  Board  has  regarded  the  organization  of 
these  clearing  functions  as  one  of  the  most  important  responsibilities 
with  which  it  is  charged  under  the  act,  as  well  as  one  of  its  most 
difficult  and  intricate  problems.  The  whole  scheme  involves  very 
considerable  and  thoroughgoing  innovations  in  existing  methods, 
however  substantial  the  benefits  that  will  accrue  from  a  well  organ- 
ized systeni  of  clearings  national  in  its  scope.  The  Board  has,  there- 
fore, deemed  it  wise  to  move  carefully  in  a  matter  involving  oisloca- 
tioH  in  established  practices  and  arrangements  and  depending  for 
its  success,  in  a  large  degree,  upon  the  harmonious  cooperation  of 
the  several  banks  involved. 

It  was  the  general  opinion  of  the  directors  of  the  several  Federal 
Reserve  Banks,  expressed  at  their  conference  held  just  before  the 
opening  of  these  banks,  that  transit  and  clearing  operations  should  be 
restricted  to  easily  manageable  proportions  in  the  beginning.  Since 
the  opening,  a  few  of  the  Reserve  fianks,  acting  in  accordance  with 
authority  granted  them  by  the  Board,  have  in  greater  or  less  degree 
widened  the  scope  of  their  clearing  activities.  At  this  time  the  whole 
matter  is  still  to  be  regarded  as  m  a  condition  of  development,  but 
with  sufficient  experimentation  going  on  to  materially  assist  the 
Board  in  reaching  sound  conclusions. 

It  must  be  remembered  that  the  problem  presented  to  the  Board  is 
one  of  great  novelty  and  calls  for  tne  apphcation  of  a  high  degree  of 
technical  skill  in  order  that  there  may  not  result  undue  disturbance 
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and  violent  deraiigement  of  customary  commeroial  and  banking 
methods.    Committees  representing  the  executive  officers  of  the 
various  banks  are  studying  the  subject,  and  the  Board  is  giving  much  i 
of  its  own  time  and  thought  to  an  analysis  and  comprehension  of  the! 
many  elements  involved  in  the  question.    It  is  beUeved  that  substantial 

E regress  will  be  made  in  the  near  future  in  the  development  and-formu- 
ktion  of  an  effective  plan  for  the  solution  of  this  problem. 
Habit  of  long  stanaing  in  the  American  business  world  has  estab- 
lished the  cheds:  in  its  preference  as  the  most  important  and  conr 
venient  constituent  in  the  circulating  medium.  To  give  it  wider 
currency  and  a  freer  flow  to  and  from  every  part  of  the  country,  so 
far  as  tnis  can  be  done  without  opening  the  way  to  abuses,  is  in  line 
with  the  further  development  and  requirements  of  the  American  busi- 
ness system  and  will  receive  the  most  careful  attention  of  the  Board. 

ADMISSION  OF  STATE   BANKS. 

From  the  opening  of  the  new  banks,  the  Federal  Reserve  Board 
has  been  keenly  anxious  to  settle  the  conditions  upon  which  State 
banks  may  be  admitted  into  the  system.  The  Feoeral  reserve  act 
especially  provides  for  such  admission,  and  it  has  been  supposed  in 
many  quarters  that  the  process  of  admission  would  involve  ^w  diffi- 
culties. Investigation  has  shown  that  owing  to  the  differences  in 
State  laws,  the  comprehensive  character  of  the  charters  enjoyed  by 
some  State  banks,  and  the  complex  conditions  of  competition  between 
such  institutions  and  their  national  competitors,  the  determination 
of  these  conditions  was  far  from  bebig  easy  if  an  equitable  adjustment 
was  to  be  found.  A  problem  of  somewhat  similar  difficulty  was. pre- 
sented by  the  provisions  of  the  Federal  reserve  act  authorizing  the 
board  to  make  regulations  under  which  national  banks  might  exer- 
cise the  functions  of  trustee,  executor,  etc.  Both  these  subjects 
have  been,  and  are,  under  very  careful  investigation,  and  conferences 
have  been  had  with  both  National  and  State  bankers,  while  compe- 
tent lejgal  advice  has  also  been  sought.  It  is  expected  that  at  least  a 
tentative  solution  of  the  problems  at  issue  may  be  arrived  at  in  the 
near  future. 

Since  the  passage  of  the  Federal  reserve  act,  there  have  been 
converted  into  Na^tional  banks  93  State  banks  and  trust  companies, 
with  a  capital  and  surplus  of  $9,151,306.  There  have  been  admitted 
to  the  system  as  members  thereof  9  State  banks  and  4  trust  com- 
panies, the  aggregate  capital  and  surplus  of  the  13  institutions 
being  $17,884,000.  Those  State  institutions  which  have  already 
been  admitted  to  the  system  have  entered  upon  the  imderstanding 
that  thev  are  to  accept  any  regidations  the  Board  may  make  regarding 
the  conduct  of  the  business  of  member  banks.  There  are  pending  at 
the  present  time  applications  from  51  State  banks  and  trust  com- 
panies. These  apphcants  have  preferred  to  await  the  issuance  of 
regulations  govemmg  the  admission  of  State  banks. 

FEDERAL  ADVISORY   COUNCIL. 

The  12  members  of  the  Advisory  Council  are  selected  by  the  boards 
of  directors  of  the  Federal  Reserve  Banks.  When  the  list  was  com- 
pleted the  Federal  Reserve  Board  sent  out  an  invitation   to  the 


I» 


AK17UAL  BEPOBT  OF  THE  FEDERAL  BESERVE  BOARD.  21 

members  to  meet,  which  they  did  in  Washii^ton  on  December  15 
and  16.  At  this  meeting  the  members  of  the  Oomicil  indicated  their 
views  on  some  pending  questions  and  took  others  under  advisement 
to  be  reported  upon  later.  The  membership  and  oiganization  of  the 
Council  are  described  in  Exhibit  F. 

ADMINISTRATION. 

In  oKanizins  its  staff  the  Board  has  sought  to  observe  economy 
and  to  Keep  the  personnel  within  the  narrowest  limits  consistent 
with  efficiency.  The  Beserve  Bank  Organization  Committee  had 
established  a  staff  of  about  75  persons,  and  the  Board  determined 
to  take  over  as  a  nucleus  of  its  own  force  such  members  of  this  staff 
as  were  deemed  necessary  for  the  conduct  of  its  work.  After  careful 
investigation,  a  total  of  about  40  persons  were  thus  transferred  and 
av^i  a  permanent  status  in  the  Board's  organization.  There  had 
Been  many  applicants  for  appointments  to  tne  staff  of  the  Board, 
the  total  aggregating  more  than  1,200,  and  in  order  to  give  applicants 
in  places  distant  from  Washington  an  equal  opportunitv  and  provide 
fairly  for  a  distribution  of  such  appointments  as  might  later  be  made, 
an  examination  conducted  (on  a  oasis  prescribed  by  the  Board)  by 
the  avil  Service  fiommission  was  given  on  behalf  of  the  Board  on 
December  9.  Returns  from  this  examination  had  not  been  received 
up  to  December  31,  but  future  appointments  will  bo  made  from  the 
fist  of  eligible  persons  established  as  a  result  of  this  examination,  save 
in  so  far  as  there  may  be  a  need  for  officers  of  highly  special  or  tech- 
nical attaixmient.  In  Exhibit  C,  hereto  attached,  will  be  found  a  com- 
plete report  prepared  by  the  Secretary  of  the  Federal  Reserve  Board, 
m  which  are  given  the  names,  salaries,  and  other  details  relating  to 
the  staff  at  me  main^  offices  in  Washington. 

As  at  present  organized  the  Board's  staff  comprises  four  divisions — 
one  dealing  with  correspondence,  one  with  bank  audit  and  examina- 
tion, one  with  reports  and  statistics  and  a  law  department  in  charge 
of  a  general  Counsel.  The  Board  has  appointed  two  administrative 
officers,  to  be  known  as  Secretary  and  Assistant  Secretary,  and  has 
appointed  to  these  positions,  respectively,  H.  Parker  Willis,  as  the 
fo^er,  and  ShermL  P.  Allen,  as  the  Utter.  The  general  man- 
agament  of  the  staff  of  the  Board  is  imder  the  direction  of  the 
Secretary's  office.  The  Board  appointed  as  counsel  M.  C.  Elliott, 
previously  the  Counsel  of  the  Organization  Committee.  Apart  from 
the  Correspondence  Division,  the  name  of  which  sufficiently  indicates 
the  nature  of  its  duties,  the  Board's  work  is  now  carried  on  by  the 
Division  of  Audit  and  Examination  and  the  Division  of  Reports  and 
Statistics.  A  discussion  of  the  fimctions  of  the  former  division  wiU 
be  found  in  Exhibit  C. 

A  uniform  accounting  system  has  been  adopted  by  the  banks  and 
one  of  its  results  is  the  furnishing  of  daily  statements  which  are  for- 
warded to  Washington,  and  deta^ed  lists  of  all  bills  purchased  and 
discoxmted.  From  this  it  will  be  possible  to  make  credit  analyses 
which  will  serve  to  show  the  distribution  of  the  funds  of  the  Feaeral 
Reserve  Banks  ^moug  the  different  classes  of  business  which  are 
applying  for  them.    This  work  will  fall  to  the  Division  of  Reports  and 
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Statistics.  Neither  that  division  nor  the  Division  of  Audit  and  Exam- 
ination is  as  yet  fully  organized,  but  they  will  be  developed  rapidly 
as  the  system  expanos  and  its  wants  become  definitely  recognized. 

EXPENSES   OF  BOARD. 

An  assessment  of  four-tenths  of  1  per  cent  was  levied  on  the  capital 
of  the  Reserve  Banks  to  meet  the  estunated  expenditures  of  the  Board 
during  the  six  months  beginning  November  1, 1914,  on  which  date  the 
total  capital  was  $107,760,100.  The  money  derived  from  this  assess- 
ment is  deposited  with  the  Treasurer  of  the  United  States,  subject  to 
check  by  tjae  Grovemor  of  the  Board,  countersigned  by  the  Secretary. 

In  preparing  the  estimates  for  the  first  six  months,  it  was  neces- 
sarily dimcult  to  foretell  the  expenses  of  every  kind  and  nature  incident 
to  the  development  of  the  system,  but  it  is  believed  that  the  levy  made 
will  be  sufficient  to  cover  all  expenses  for  the  period  named.  It  should 
be  observed  in  connection  with  this  statement  of  expenses  that  nearly 
50  per  cent  of  the  total  assessment  upon  the  Federal  Reserve  Banl^ 
has  Deen  for  the  preparation  of  a  large  supply  of  Federal  reserve  notes. 
This  expense  will  probably  not  need  to  be  repeatedin  the  near  future. 
The  following  statement  will  show  the  receipts  and  expenses  of  the 
Board  to  date: 

Estimated  expenses  for  six  months  beginning  Novembej  1,  1914,  in- 
cluding $2CH!,560.25  for  purchasing  paper,  making  dies,  and  print- 
ing and  engraving  Federal  reserve  notes;  also  sakries  of  the  mem- 
bers of  the  Doard  from  August  10  and  of  its  secretary  and  assistant 
secretary  from  September  14  to  October  31,  1914,  and  for  liabilities 
incurred  incident  to  the  oiganization  of  the  board  and  of  the  Fed- 
eral reserve  banks $431,040.00 

Total  capital  of  reserve  banks  November  1, 1914 107, 760, 100. 00 

Assessment,  four-tenths  of  1  percent 431,040.00 

Amoimt  received  on  account  of  above  assessment  up  to  December  31, 

1914 259,613.87 

Disbursements  to  December  31, 1914 52,833.93 

Balance  with  the  Treasurer  of  the  United  States  to  the  credit  of  the 

board  December  31.  1914 206,779.94 

Expenses  of  the  board  to  December  31, 1914:  *  ===*=== 

Salaries 45,256.14 

Equipment  (including  furniture,  adding  machines,  typewriters, 

etc.) 6,034.69 

Miscellaneous 2,689.45 

Printing 3,171.33 

Stationery 2,027.36 

Postage 61.00 

Total 59,229.87 

The  Reserve  banks  are  still  in  the  first  stage  of  growth  and  both  the 
volume  of  business  which  they  can  develop  and  the  expenses  which 
their  operation  will  entail  are  matters  of  estimate.  Much  of  the 
expense  thus  far  incurred  by  the  banks  has  been  for  their  initial 
organization;  including  such  items  as  equipment;  note  issues,  etc., 
and  owing  to  the  fact  that  the  banks  were  necessarily  opened  oefore 
complete  regulations  governing  their  operation  could  be  framed  and 
before  their  fimctions  could  be  fully  developed,  their  staffs  had  to  be 
organized  on  the  basis  of  prospective  rather  than  immediate  needs. 

1  Thla  Includes  aetnal  disburaements  and  llabllltSes  Incnrred  for  which  vouchers  havt  not  baen 
prasented. 
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The  Board  is,  therefore,  not  able  at  this  time  to  make  a  definite 
report  on  the  normal  expenses  of  the  reserve  banks. 

CONCLUSION. 

Five  months  have  elapsed  since  the  introduction  into  our  financial 
s^tem  of  the  most  far-reaching  change  that  has  been  made  in  the 
field  of  American  banking  since  the  passage  of  tlie  National  Bank- 
ing Act.  Less  than  two  months  have  gone  bv  since  the  Federal 
Beserve  Banks  actually  opened  for  business.  The  system,  however, 
is  in  operation'  and  has  already  produced  results  of  the  most  note- 
worthy character.  There  is  mucn  yet  to  be  done,  but  the  work  can 
not  be  regarded  as  experimental  in  the  sense  that  there  is  any  imcer- 
tainty  as  to  the  outcome.  The  only  question  is  as  to  how  rapidly 
it  will  be  possible  to  develop  the  full  capabilities  and  resources  of  the 
Federal  reserve  system.  Its  potentialities  are  vast  and  should  con- 
tribute immeasurably  in  the  futiu^  to  the  solidity,  stability,  and 
flexibility  of  the  American  credit  system. 

W.  G.  MoAdoo,  C.  S.  Hamlin,  Governor. 

Secretary  of  the  Treasury,  F.  A.  Delano,  Vice  Governor. 

Chairman,  P.  M.  Warburg. 

John  Skelton  Williams,  W.  P.  G.  Harding. 

Comptroller  of  the  Currency.  A.  C.  Miller. 
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EJXHIBIT  A. 

[Public— No.  43— 63d  Congress.] 
[H.  B.  7837.1 

AIT  ACT  To  proTlde  for  the  establishment  of  Federal  reserve  bankSp  to  fnrnlsh  an  elastic 
currency,  to  afford  means  of  rodlscoantlng  commercial  paper,  to  establish  a  more 
effectlTe  Bupervislon  of  banUng  in  the  United  Statea*  and  for  otner  parposes. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  oj  the  United  States 
of  America  in  Congress  assembled.  That  the  short  title  of  this  act  shall  be  the 
*  Federal  Reserve  Act." 

Wherever  the  word  "  bank  '*  Is  used  in  this  act,  the  word  shall  be  held  to 
include  State  bank,  banking  association,  and  trust  company,  except  where 
national  banks  or  Federal  reserve  banks  are  specifically  referred  to. 

The  terms  "  national  bank  "  and  "  national  banking  association  "  used  in  this 
Act  shall  be  held  to  be  synonymous  and  interchangeable.  The  term  "  member 
bank  **  shall  be  held  to  mean  any  national  bank.  State  bank,  or  bank  or  trust 
company  which  has  become  a  member  of  one  of  the  reserve  banks  created  by 
this  act.  The  term  "board"  shall  be  held  to  mean  Federal  Reserve  Board; 
the  term  "district"  shall  be  held  to  mean  Federal  reserve  district;  the  term 
"  reserve  bank  "  shall  be  held  to  mean  Federal  reserve  bank. 

FEDEBAX.  BE»EBVB  DISTRICTS. 

Sec.  2.  As  soon  as  practicable,  the  Secretary  of  the  Treasury,  the  Secretary  of 
Agricnlture,  and  the  Comptroller  of  the  Currency,  acting  as  "  The  Reserve  Bank 
Organization  Committee,"  shall  designate  not  less  than  eight  nor  more  than 
twelve  cities  to  be  known  as  Federal  reserve  cities,  and  shall  divide  the  conti- 
nental United  States,  excluding  Alaska,  into  districts,  each  district  to  contain 
only  one  of  such  Federal  reserve  cities.  The  determination  of  said  organization 
committee  shall  not  be  subject  to  review  except  by  the  Federal  Reserve  Board 
when  organized:  Provided,  That  the  districts  shall  be  apportioned  with  due 
regard  to  the  convenience  and  customary  course  of  business  and  shall  not  neces- 
sarily be  coterminous  with  any  State  or  States.  The  districts  thus  created  may 
be  readjusted  and  new  districts  may  from  time  to  time  be  created  by  the  Federal 
Reserve  Board,  not  to  exceed  twelve  in  all.  Such  districts  shall  be  known  as 
Federal  reserve  districts  and  may  be  designated  by  number.  A  majority  of  the 
organization  committee  shall  constitute  a  quorum  with  authority  to  act. 

Said  organization  committee  shall  be  authorized  to  employ  counsel  and  ex- 
pert aid,  to  take  testimony,  to  send  for  persons  and  papers,  to  administer 
oaths,  and  to  make  such  investigation  as  may  be  deemed  necessary  by  the  said 
committee  in  determining  the  reserve  districts  and  in  designating  the  cities 
within  such  districts  where  such  Federal  reserve  banks  shall  be  severally 
located.  The  said  committee  shall  supervise  the  organization  in  each  of  the 
cities  designated  of  a  Federal  reserve  bank,  which  shall  include  in  its  title  the 
name  of  the  city  in  which  it  is  situated,  as  "  Federal  Reserve  Bank  of  Chicago." 

Under  regulations  to  be  prescribed  by  the  organization  committee,  every 
national  banking  association  in  the  United  States  is  hereby  required,  and 
every  eligible  bank  in  the  United  States  and  every  trust  company  within  the 
District  of  Columbia,  is  hereby  authorized  to  signify  in  writing,  within  sixty 
days  after  the  passage  of  this  act,  its  acceptance  of  the  terms  and  provisions 
hereol  When  the  organization  committee  shall  have  designated  the  cities  in 
which  Federal  reserve  banks  are  to  be  organized,  and  fixed  the  geographical 
limits  of  the  Federal  reserve  districts,  every  national  banking  association 
within  that  district  shall  be  required  within  thirty  days  after  notice  from  the 
organization  committee,  to  subscribe  to  the  capital  stock  of  such  Federal  reserve 
bank  In  a  sum  equal  to  six  per  centum  of  the  paid-up  capital  stock  and  surplus 
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of  such  bank,  one-sixth  of  the  subscription  to  be  payable  on  call  of  the  organi- 
sation committee  or  of  the  Federal  Reserve  Board,  one-sixth  within  three 
months  and  one-sixth  within  six  months  thereafter,  and  the  remainder  of  the 
subscription,  or  any  i)art  thereof,  shall  be  subject  to  call  when  deemed  neces- 
sary by  the  Federal  Reserve  Board,  said  payments  to  be  in  gold  or  gold 
certificates. 

The  shareholders  of  every  Federal  reserve  bank  shall  be  held  individually 
responsible,  equally  and  ratably,  and  not  one  for  another,  for  all  contracts, 
debts,  and  engagements  of  such  bank  to  the  extent  of  the  amount  of  their 
subscriptions  to  such  stock  at  the  par  value  thereof  in  addition  to  the  amount 
subscribed,  whether  such  subscriptions  have  been  paid  up  in  whole  or  in  part, 
under  the  provisions  of  this  act 

Any  national  bank  falling  to  signil^  Its  acceptance  of  the  terms  of  this  act 
within  the  sixty  days  aforesaid,  shall  cease  to  act  as  a  reserve  agent,  upon  thirty 
days*  notice,  to  be  given  within  the  discretion  of  the  said  organization  commit- 
tee or  of  the  Federal  Reserve  Board. 

Should  any  national  banking  association  in  the  United  States  now  organized 
fail  within  one  year  after  the  passage  of  this  act  to  become  a  member  bank  or 
ftiil  to  comply  with  any  of  the  provisions  of  this  act  applicable  thereto,  all  of 
tile  rights,  privileges,  and  franchises  of  such  association  granted  to  it  under 
the  national-bank  act,  or  under  the  provisions  of  this  act,  shall  be  thereby  for- 
feited. Any  noncompliance  with  or  violation  of  this  act  shall,*  however,  be  de- 
termined and  adjudged  by  any  court  of  the  United  States  of  competent  Jurisdic- 
tion in  a  suit  brought  for  that  purpose  in  the  district  or  territory  In  which 
such  bank  is  located,  under  direction  of  the  Federal  Reserve  Board,  by  the 
Ck>mptroller  of  the  Currency  in  his  own  name  before  the  association  shall  be  de- 
clare dissolved.  In  cases  of  such  noncompliance  or  violation,  other  than  the 
failure  to  become  a  member  bank  under  the  provisions  of  this  act,  every  director 
who  participated  in  or  assented  to  the  same  shall  be  held  liable  in  his  personal 
or  individual  capacity  for  all  damages  which  said  bank,  its  shareholders*  or 
any  other  person  shall  have  sustained  in  consequence  of  such  violation. 

Such  dissolution  shall  not  take  away  or  Impair  any  remedy  against  such  cor- 
poration, its  stockholders  or  officers,  for  any  liability  or  penalty  which  shall 
have  been  previously  incurred. 

Should  the  subscriptions  by  banks  to  the  stock  of  said  Federal  reserve  banks 
or  any  one  or  more  of  them  be,  in  the  Judgment  of  the  organization  committee, 
insufficient  to  provide  the  amount  of  capital  requirird  therefor,  then  and  in  that 
event  the  said  organization  committee  may,  under  conditions  and  regulations  to 
be  prescribed  by  it,  offer  to  public  subscription  at  par  such  an  amount  of  stock 
in  said  Federal  reserve  banks,  or  any  one  or  more  of  them,  as  said  committee 
shall  determine,  subject  to  the  same  conditions  as  to  payment  and  stock  lia- 
bility as  provided  for  member  banks. 

No  individual,  copartnership,  or  corporation  other  than  a  member  bank  of 
its  district  shall  be  permitted  to  subscribe  for  or  to  hold  at  any  time  more  than 
$25,000  par  value  of  stock  in  any  Federal  reserve  bank.  Such  stock  shall  be 
known  as  public  stock  and  may  be  transferred  on  the  books  of  the  Federal  re- 
serve bank  by  the  chairman  of  the  board  of  directors  of  such  bank. 

Should  the  total  subscriptions  by  banks  and  the  public  to  the  stock  of  said 
Federal  reserve  banks,  or  any  one  or  more  of  them,  be,  in  the  Judgment  of  the 
organization  committee,  Insufficient  to  provide  the  amount  of  capital  required 
therefor,  then  and  in  tJiat  event  the 'said  organization  committee  shall  allot  to 
the  United  States  such  an  amount  of  said  stock  as  said  committee  shall  deter- 
mine. Said  United  States  stock  shall  be  paid  for  at  par  out  of  any  money  in 
the  Treasury  not  otherwise  appropriated,  and  shall  be  held  by  the  Secretary 
of  the  Treasury  and  disposed  of  for  the  benefit  of  the  United  States  in  such 
manner,  at  such  times,  and  at  such  price,  not  less  than  par,  as  the  Secretary 
of  the  Treasury  shall  determine. 

Stock  not  held  by  member  banks  shall  not  be  entitled  to  voting  power. 

The  Federal  Reserve  Board  is  hereby  empowered  to  adopt  and  promulgate 
rules  and  regulations  governing  the  transfers  of  said  stock. 

No  Federal  reserve  bank  shall  commence  business  with  a  subscribed  capital 
less  than  $4,000,000.  The  organization  of  reserve  districts  and  Federal  reserve 
cities  shall  not  be  construed  as  changing  the  present  status  of  reserve  cities 
and  central  reserve  cities,  except  in  so  far  as  this  act  changes  the  amount  of 
reserves  that  may  be  carried  with  approved  reserve  agents  located  therein. 
The  organization  committee  shall  have  power  to  appoint  such  assistants  and 
incur  such  expenses  in  carrying  out  the  provisions  of  tills  act  as  it  shall  deem 
necessary,  and  such  expenses  shall  be  payable  by  the  Treasurer  of  the  United 
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States  upon  Toncher  approved  by  the  Secretary  of  the  Treasury,  and  the  sum 
of  1100,000,  or  so  mnch  thereof  as  may  be  necessary,  Is  hereby  appropriated,  out 
of  any  moneys  In  the  Treasury  not  otherwise  appropriated,  for  the  payment  of 
■och  ezpenaes. 

BBANCH  OFFICES. 

Bed.  3w  £3ach  Federal  reserve  bank  shall  establish  branch  banks  within  the 
Fedenl  reserve  district  In  which  it  is  located  and  may  do  so  In  the  district  of 
any  Federal  reserve  bank  which  may  have  been  suspended.  Such  branches 
aha]]  be  operated  by  a  board  of  directors  under  rules  and  regulations  approved 
by  the  Federal  Reserve  Board.  Directors  of  branch  banks  shall  possess  the 
ttzne  qualifications  as  directors  of  the  Federal  reserve  banks.  Four  of  said 
directors  sliall  be  selected  by  the  reserve  bank  and  three  by  the  Federal  Reserve 
Board,  and  they  shall  hold  office  during  the  pleasure,  respectively,  of  the  parent 
bank  and  the  Federal  Reserve  Board.  The  reserve  bank  shall  designate  one  of 
the  directors  as  manager. 

FEDERAL  BESEBVE  BANKS. 

Sec.  4.  When  the  organization  committee  shall  have  established  Federal 
reserve  districts  as  provided  in  section  two  of  this  act,  a  certificate  sliall  be 
filed  with  ttie  Ck>mptroller  of  the  Currency  showing  the  geographical  limits  of 
such  districts  and  the  Federal  reserve  city  designated  in  each  of  such  districts. 
The  Comptroller  of  the  Currency  shall  thereupon  cause  to  be  forwarded  to 
each  national  bank  located  In  each  district,  and  to  such  other  banks  declared 
to  be  eligible  by  the  organization  committee  which  may  apply  therefor,  an 
appUcation  blank  in  form  to  be  approved  by  the  organization  committee,  which 
blank  shall  contain  a  resolution  to  be  adopted  by  the  board  of  directors  of  each 
bank  executing  such  application,  authorizing  a  subscription  to  the  capital  stock 
of  the  Federal  reserve  bank  organizing  in  that  district  in  accordance  with  the 
proTialons  of  this  act 

When  the  minimum  amount  of  capital  stock  prescribed  by  this  act  for  the 
organization  of  any  Federal  reserve  bank  shall  have  been  subscribed  and  allot- 
ted, the  organization  committee  shall  designate  any  five  banks  of  those  whose 
applications  have  been  received,  to  execute  a  certificate  of  organization,  and 
thereupon  the  banks  so  designated  shall,  under  their  seals,  make  an  organization 
certificate  wlilch  shall  specifically  state  the  name  of  such  Federal  reserve  bank, 
the  territorial  extent  of  the  district  over  which  the  operations  of  such  Federal 
reserve  bank  are  to  be  carried  on,  the  city  and  State  in  which  said  bank  Is  to 
be  located,  the  amount  of  capital  stock  and  the  number  of  shares  Into  which 
the  same  is  divided,  the  name  and  place  of  doing  business  of  each  bank  exe- 
cuting such  certificate,  and  of  all  banks  which  have  subscribed  to  the  capital 
stock  of  such  Federal  reserve  bank  and  the  number  of  shares  subscribed  by 
each,  and  the  fiict  that  the  certificate  is  made  to  enable  those  banks  executing 
same,  and  all  banks  wliich  have  subscribed  or  may  thereafter  subscribe  to  the 
capital  stock  of  such  Federal  reserve  bank,  to  avail  themselves  of  the  advan- 
tages of  this  act. 

The  said  organization  certificate  shall  be  acknowledged  before  a  judge  of  some 
court  of  record  or  notary  public;  and  shall  be,  together  with  the  acknowledg- 
ment thereof,  authenticated  by  the  seal  of  such  court,  or  notary,  transmitted 
to  the  Comptroller  of  the  Currency,  who  shall  file,  record,  and  carefully  pre- 
serve the  same  in  his  office. 

Upon  the  filing  of  such  certificate  with  the  Comptroller  of  the  Currency  as 
aforesaid,  the  said  Federal  reserve  bank  shall  become  a  body  corporate  and  as 
such,  and  in  the  name  designated  in  such  organization  certificate,  shall  have 


First  To  adopt  and  use  a  corporate  seal. 

Second.  To  have  succession  for  a  period  of  twenty  years  from  its  organization 
unless  it  is  sooner  dissolved  by  an  act  of  Congress,  or  unless  its  franchise 
becomes  forfeited  by  some  violation  of  law. 

Third.  To  make  contracts. 

Fourth.  To  sue  and  be  sued,  complain  and  defend,  in  any  court  of  law  or 
sq;iilty. 

Fifth.  To  appoint  by  its  board  of  directors  such  officers  and  employees  as  are 
not  otherwise  provided  for  in  this  act,  to  define  their  duties,  require  bonds  of 
them  and  fix  the  penalty  thereof,  and  to  dismiss  at  pleasure  such  officers  or 
employees. 
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Sixth.  To  prescribe  by  its  board  of  directors  by-laws  not  inconaisteiit  with 
law,  regulating  the  manner  in  which  its  general  business  may  be  conducted  and 
the  privileges  granted  to  it  by  law  may  be  exercised  and  enjoyed. 

Seventh.  To  exercise  by  its  board  of  directors,  or  duly  authorized  officers  or 
agents,  all  powers  specifically  granted  by  the  provicdons  of  this  act  and  such 
incidental  ];x)wers  as  shall  be  necessary  to  cany  on  the  business  of  banking 
within  the  limitations  prescribed  by  this  act. 

Eighth.  Upon  deposit  with  the  Treasurer  of  the  United  States  of  any  bonds 
of  the  United  States  in  the  manner  provided  by  existing  law  relating  to  national 
banks,  to  receive  from  the  Comptroller  of  the  Currency  circulating  notes  in 
blank,  rc^stered  and  countersigned  as  provided  by  law,  equal  in  amount  to  the 
par  value  of  the  bonds  so  deposited,  such  notes  to  be  issued  under  the  same 
conditions  and  provisions  of  law  as  relate  to  the  issue  of  circulating  notes  of 
national  banks  secured  by  bonds  of  the  United  States  bearing  the  circulating 
privilege,  except  that  the  issue  of  such  notes  shall  not  be  limited  to  the  capital 
stock  of  such  Federal  reserve  bank. 

But  no  Federal  reserve  bank  shall  transact  any  business  except  such  as  is 
Incidental  and  necessarily  preliminary  to  its  organisation  until  it  has  been 
authorized  by  the  Comptroller  of  the  Currency  to  commence  business  under  the 
provisions  of  this  act. 

Every  Federal  reserve  bank  shall  be  conducted  under  the  supervision  and 
control  of  a  board  of  directors. 

The  board  of  directors  shall  perform  the  duties  usually  appertaining  to  the 
office  of  directors  of  banking  associations  and  all  such  duties  as  are  prescribed 
by  law. 

Said  board  shall  administer  the  affairs  of  said  bank  fairly  and  impartially 
and  without  discrimination  in  favor  of  or  against  any  member  bank  or  banks 
and  shall,  subject  to  the  provisions  of  law  and  the  orders  of  the  Federal  Re- 
serve Board,  extend  to  each  member  bank  such  discounts,  advancements,  and 
accommodations  as  may  be  safely  and  reasonably  made  with  due  regard  for 
the  claims  and  demands  of  other  member  banks. 

Such  board  of  directors  shall  be  selected  as  hereinafter  specified  and  shall 
consist  of  nine  members,  holding  office  for  three  years,  and  divided  into  three 
classes,  designated  as  classes  A,  B,  and  C. 

Class  A  shall  consist  of  three  members,  who  shall  be  chosen  by  and  be  rep- 
resentative  of  the  stock-holding  banks. 

Class  B  shall  consist  of  three  members,  who  at  the  time  of  their  election  shall 
be  actively  engaged  in  their  district  in  commerce,  agriculture,  or  some  other 
industrial  pursuit. 

Class  C  shall  consist  of  three  members  who  shall  be  designated  by  the  Fed- 
eral Reserve  Board.  When  the  necessary  subscriptions  to  the  capital  stock 
have  been  obtained  for  the  organization  of  any  Federal  reserve  bank,  the  Fed- 
eral Reserve  Board  shall  appoint  the  class  O  directors  and  shall  designate  one 
of  such  directors  as  chairman  of  the  board  to  be  selected.  Pending  the  designa- 
tion of  such  chairman,  the  organization  committee  shall  exercise  the  jxtwers 
and  duties  appertaining  to  the  office  of  chairman  in  the  organization  of  such 
Federal  reserve  bank. 

No  Senator  or  Representative  in  Congress  shall  be  a  member  of  the  Federal 
Reserve  Board  or  an  officer  or  a  director  of  a  Federal  reserve  bank. 

No  director  of  class  B*  shall  be  an  officer,  director,  or  employee  of  any  bank. 

No  director  of  class  C  shall  be  an  officer,  director,  employee,  or  stockholder 
of  any  bank. 

Directors  of  class  A  and  class  B  shall  be  chosen  in  the  following  manner : 

The  chairman  of  the  board  of  directors  of  the  Federal  reserve  bank  of  the 
district  in  which  the  bank  is  situated  or,  pending  the  appointment  of  such  chalr^ 
man,  the  organization  committee  shall  classify  the  member  banks  of  the  district 
Into  three  general  groups  or  dlvisiona  Bach  group  shall  contain  as  nearly  as 
may  be  one-third  of  the  aggregate  number  of  Uie  member  banks  of  the  dlrtrlct 
and  shall  consist,  as  nearly  as  may  be,  of  banks  of  similar  capitalization.  The 
groups  shall  be  designated  by  number  by  the  chairman.  * 

At  a  regularly  called  meeting  of  the  board  of  directors  of  each  member  bank 
in  the  district  it  shall  elect  by  ballot  a  district  reserve  elector  and  shall  certify 
his  name  to  the  chairman  of  the  board  of  directors  of  the  Federal  reserve  bank 
of  the  district  The  chairman  shall  make  lists  of  the  district  reserve  electors 
thus  named  by  banks  in  each  of  the  aforesaid  three  groups  and  shall  transmit 
one  list  to  each  elector  in  each  group. 

Each  member  bank  shall  be  permitted  to  nominate  to  the  chairman  one  candi- 
date for  director  of  class  A  and  one  candidate  for  director  of  class  B.    The 
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candidates  so  nominated  fiball  be  liMed  by  the  chairman,  indicating  by  whom 
nomtnated,  and  a  copy  of  said  list  shall,  within  fifteen  days  after  its  completion, 
be  famished  by  the  chairman  to  each  elector. 

Ehrery  elector  shall,  within  fifteen  days  after  the  receipt  of  the  said  list, 
certify  to  the  chairman  his  first,  second,  and  other  choices  of  a  director  of  class 
A  and  class  B,  r^atotirely,  upon  a  preferential  ballot,  on  a  form  furnished  by 
the  <^iairman  ofJPv  board  of  directors  of  the  Federal  reserve  bank  of  the  dis- 
trict Bach  e\0tl»t  shall  make  a  cross  opposite  the  name  of  the  first,  second, 
and  other  cImIMb  for  a  director  of  class  A  and  for  a  director  of  class  B,  but 
BhaU  not  Tioii  inort  than  one  choice  for  any  one  candidate. 

Any  ij<fllnn(ii  baying  a  majority  of  all  votes  cast  in  the  column  of  first 
\U  ba  declared  elected.  If  no  candidate  have  a  majority  of  all  the 
the  first  column,  then  there  shall  be  added  together  the  votes  cast  by 
the  electors  fbr  such  candidates  in  the  second  column  and  the  votes  cast  for 
the  several  candidates  in  the  first  column.  If  any  candidate  then  have  a 
majority  of  the  electors  voting,  by  adding  together  the  first  and  second  choices, 
be  shall  be  declared  elected.  If  no  candidate  have  a  majority  of  electors  voting 
when  the  first  and  second  choices  shall  have  been  added,  then  the  votes  cast 
fn  the  third  column  for  other  choices  shall  be  added  together  in  like  manner, 
and  the  candidate  then  having  the  highest  number  of  votes  shall  be  declared 
elected.    An  immediate  report  of  election  shall  be  declared. 

Class  O  directors  shall  be  appointed  by  the  Federal  Reserve  Board.  They 
f4iaU  have  been  for  at  least  two  years  residents  of  the  district  for  which  they 
are  appointed,  one  of  whom  shall  be  designated  by  said  board  as  chairman  of 
the  board  of  directors  of  the  Federal  reserve  bank  and  as  "Federal  reserve 
agent.'*  He  shall  be  a  person  of  tested  banking  exx)erience;  and  in  addition 
to  his  duties  as  chairman  of  the  board  of  directors  of  the  Federal  reserve  bank 
he  dmll  be  required  to  maintain  under  regulations  to  be  established  by  the  Fed- 
eral Reserve  Board,  a  local  office  of  said  board  on  the  premises  of  the  Federal 
leserve  bank.  He  shall  make  regular  reports  to  the  Federal  Reserve  Board, 
and  eball  act  as  its  official  representative  for  the  performance  of  the  functions 
conferred  upon  it  by  this  act.  He  shall  receive  an  annual  compensation  to  be 
fixed  by  the  Federal  Reserve  Board  and  paid  monthly  by  the  Federal  reserve 
banir  to  which  he  Is  designated.  One  of  the  directors  of  Glass  G,  who  shall  be 
a  person  of  tested  banking  experience,  shall  be  appointed  by  the  Federal 
Reserve  Board  as  deputy  chairman  and  deputy  Federal  reserve  agent  to  exer- 
cise the  powers  of  the  chairman  of  the  board  and  Federal  reserve  agent  in 
case  of  absence  or  disability  of  his  principal. 

Directors  of  Federal  reserve  banks  shall  receive,  in  addition  to  any  com- 
Ptfisatlon  otherwise  provided,  a  reasonable  allowance  for  necessary  expenses 
in  attending  meetings  of  their  respective  boards,  which  amount  shall  be  paid 
by  the  respective  Federal  reserve  bank&  Any  compensation  that  may  be  pro- 
vided by  boards  of  directors  of  Federal  reserve  banks  for  directors,  officers, 
or  employees  shall  be  subject  to  the  approval  of  the  Federal  Reserve  Board. 

The  Reserve  Bank  Organization  Committee  may,  in  organizing  Federal 
reserve  Imnks,  call  such  meetings  of  bank  direccors  in  the  several  districts 
as  may  be  necessary  to  carry  out  the  purposes  of  this  act,  and  may  exercise 
the  fonctions  herein  conferred  upon  the  chairman  of  the  board  of  directors 
of  each  Federal  reserve  bank  pending  the  complete  organization  of  such  bank. 

At  the  first  meeting  of  the  full  board  of  directors  of  each  Federal  reserve 
bank  ft  shall  be  the  duty  of  the  directors  of  classes  A,  B,  and  G,  respectively, 
to  designate  one  of  the  members  of  each  class  whose  term  of  office  shall  expire 
in  one  year  from  the  first  of  January  nearest  to  date  of  such  meeting,  one 
whose  term  of  office  shall  expire  at  the  end  of  two  years  from  said  date, 
and  one  whose  term  of  office  i^all  expire  at  the  end  of  three  years  from  said 
date.  Thereafter  every  director  of  a  Federal  reserve  bank  chosen  as  herein- 
before provided  shall  hold  office  for  a  term  of  three  years.  Vacancies  that 
may  occur  in  the  several  classes  of  directors  of  Federal  reserve  banks  may  be 
flOed  in  the  manner  provided  for  the  original  selection  of  such  directors,  such 
appointees  to  hold  office  for  the  unexpired  terms  of  their  predecessors. 

STOCK  issues;  increase  and  oecbease  of  capital. 

8bo.  6.  The  capital  stock  of  each  Federal  reserve  bank  shall  be  divided  into 
shares  of  |100  each.  The  outstanding  capital  stock  shall  be  increased  from 
time  to  time  as  member  banks  increase  their  capital  stock  and  surplus,  or  as 
addltkmal 'banks  become  members,  and  may  be  decreased  as  member  banks 
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reduce  their  capital  stock  or  surplus  or  cease  to  be  members.  Shares  of  the 
capital  stock  of  Federal  reserve  banks  owned  by  member  banks  shall  not  be 
transferred  or  hypothecated.  When  a  member  bank  increases  its  capital  stock 
or  surplus*  it  shall  thereupon  subscribe  for  an  additional  amount  of  capital 
stock  of  the  Federal  reserve  bank  of  its  district  equal  to  six  per  centum  of  the 
said  increase*  one-half  of  said  subscription  to  be  paid  in  the  manner  herein- 
before provided  for  original  subscription,  and  one-half  subject  to  call  of  the 
Federal  Reserve  Board.  A  bank  applying  for  stock  in  a  Federal  reserve  bank 
at  any  time  after  the  organization  thereof  must  subscribe  for  an  amount  of  the 
capital  stock  of  the  Federal  reserve  bank  equal  to  six  per  centum  of  the  paid-up 
capital  stock  and  surplus  of  said  applicant  bank,  paying  therefor  its  par  value 
plus  one-half  of  one  -per  centum  a  month  from  the  period  of  the  last  dividend. 
When  the  capital  stock  of  any  Federal  reserve  bank  shall  have  been  increased 
either  on  account  of  the  increase  of  capital  stock  of  member  banks  or  on  account 
of  the  increase  in  the  number  of  member  banks,  the  board  of  directors  shall 
cause  to  be  executed  a  certificate  to  the  Ck)mptroller  of  the  Currency  showing  the 
increase  in  capital  stock,  the  amount  paid  in,  and  by  whom  paid.  When  a  mem- 
ber bank  reduces  its  capital  stock  it  shall  surrender  a  proportionate  amount  of 
its  holdings  in  the  capital  of  said  Federal  reserve  bank,  and  when  a  member 
bank  voluntarily  liquidates,  it  shall  surrender  all  of  its  holdings  of  the  capital 
stock  of  said  Federal  reserve  bank  and  be  released  from  its  stock  subscription 
not  previously  called.  In  either  case  the  shares  surrendered  shall  be  canceled 
and  the  member  bank  shall  receive  in  payment  therefor,  under  regulations  to  be 
prescribed  by  the  Federal  Reserve  Board,  a  sum  equal  to  its  cash-paid  subscrip- 
tions on  the  shares  surrendered  and  one-half  of  one  per  centum  a  month  from 
the  period  of  the  last  dividend,  not  to  exceed  the  book  value  thereof,  less  any 
liability  of  such  member  bank  to  the  Federal  reserve  bank. 

Sec.  6.  If  any  member  bank  shall  be  declared  insolvent  and  a  receiver 
appointed  therefor,  the  stock  held  by  it  in  said  Federal  reserve  bank  shall  be 
canceled,  without  impairment  of  its  liability,  and  all  cash-paid  subscriptions  on 
said  stock,  with  one-half  of  one  per  centum  per  month  from  the  period  of  last 
dividend,  not  to  exceed  the  book  value  thereof,  shall  be  first  applied  to  all  d^ts 
of  the  insolvent  member  bank  to  the  Federal  reserve  bank,  and  tiie  balance,  if 
any,  shall  be  paid  to  the  receiver  of  the  insolvent  bank.  Whenever  the  capital 
stock  of  a  Federal  reserve  bank  is  reduced,  either  on  account  of  a  reduction  In 
capital  stock  of  any  member  bank  or  of  the  liquidation  or  Insolvency  of  such 
bank,  the  board  of  directors  shall  cause  to  be  executed  a  certificate  to  the 
Comptroller  of  the  Currency  showing  such  reduction  of  capital  stock  and  the 
amount  repaid  to  such  bank. 

DIVISION   OF  EARNINGS. 

Sec.  7.  After  all  necessary  expenses  of  a  Federal  reserve  bank  have  been  paid 
or  provided  for,  the  stockholders  shall  be  entitled  to  receive  an  annual  dividend 
of  six  per  centum  on  the  paid-in  capital  stock,  which  dividend  shall  be  cumu- 
lative. After  the  aforesaid  dividend  claims  have  been  fully  met,  all  the  net 
earnings  shall  be  paid  to  the  United  States  as  a  franchise  tax,  except  that  one- 
half  of  such  net  earnings  shall  be  paid  into  a  surplus  fund  until  it  shall  amount 
to  forty  per  centum  of  the  paid-in  capital  stock  of  such  bank. 

The  net  earnings  derived  by  the  TJnited  States  from  Federal  reserve  banks 
shall,  in  the  discretion  of  the  Secretary,  be  used  to  supplement  the  gold  reserve 
held  against  outstanding  United  States  notes,  or  shall  be  applied  to  the  reduc- 
tion of  the  outstanding  bonded  indebtedness  of  the  United  States  under  regu- 
lations to  be  prescribed  by  the  Secretary  of  the  Treasury.  Should  a  Federal 
reserve  bank  be  dissolved  or  go  into  liquidation,  any  surplus  remaining  after 
the  payment  of  all  debts,  dividend  requirements  as  hereinbefore  provided, 
and  the  par  value  of  the  stock  shall  be  paid  to  and  become  the  property  of  the 
United  States  and  shall  be  similarly  applied. 

Federal  reserve  banks,  including  the  capital  stock  and  surplus  therein,  and 
the  income  derived  therefrom,  shall  be  exempt  from  Federal,  State,  and  local 
taxation,  except  taxes  upon  real  estate. 

Seo.  8.  Section  fifty-one  hundred  and  fifty-four,  United  States  Revised  Stat- 
utes, is  hereby  amended  to  read  as  follows : 

Any  bank  incorporated  by  special  law  of  any  State  or  of  the  United  States 
or  organized  under  the  general  laws  of  any  State  or  of  the  United  States  and 
having  an  unimpaired  capital  sufficient  to  entitle  It  to  become  a  national  bank- 
ing association  under  the  provisions  of  the  existing  laws  may,  by  the  vote  of 
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the  ibarebolders  owning  not  less  than  fifty-one  per  centum  of  the  capital  stock 
of  BQcb  bank  or  banking  association,  with  the  approyal  of  the  Comptroller  of 
the  Gorrency  be  converted  into  a  national  banking  association,  with  any  name 
ippTOTed  by  the  Comptroller  of  the  Currency : 

Provided,  however.  That  said  conversion  shall  not  be  in  contravention  of  the 
State  law.    In  such  case  the  articles  of  association  and  organization  certificate 
may  be  executed  by  a  majority  of  the  directors  of  the  bank  or  banking  institu- 
tion, and  the  certificate  shall  declare  that  the  owners  of  fifty-one  per  centum  of 
the  capital  stock  have  authorized  the  directors  to  make  such  certificate  and  to 
chaaiie  or  convert  the  bank  or  banking  institution  into  a  national  association. 
A  majiority  of  the  directors,  after  executing  the  articles  of  association  and  the 
orsaniation  certificate,  shall  have  power  to  execute  all  other  papers  and  to  do 
whatever  may  be  required  to  make  its  organization  perfect  and  complete  as  a 
oatiooai  asaoclatioiL    The  shares  of  any  such  bank  may  continue  to  be  for  the 
mme  amount  each  as  they  were  before  the  conversion,  and  the  directors  may 
contiQoe  to  be  directors  of  the  association  until  others  are  elected  or  appointed 
fs  accordance  with  the  provisions  of  the  statutes  of  the  United  States.    When 
the  Comptroller  has  given  to  such  bank  or  banking  association  a  certificate  that 
tbe  provlrions  of  this  act  have  been  complied  with,  such  bank  or  banking  asso- 
ciation, and  all  its  stockholders,  ofilcers,  and  employees,  shall  have  the  same 
powers  and  privileges,  and  shall  be  subject  to  the  same  duties,  liabilities,  and 
regulations,  in  all  respects,  as  shall  have  been  prescribed  by  the  Federal  reserve 
act  and  by  the  national  banking  act  for  associations  originally  organized  as 
national  banking  associations. 

STATR  BANKS  AS   1CEMBEB8. 

Sec.  0.  Any  bank  incorx>orated  by  special  law  of  any  State,  or  organissed  under 
the  general  laws  of  any  State  or  of  the  United  States,  may  make  application 
to  the  reserve  bank  organization  committee,  pending  organization,  and  there- 
after to  the  Federal  Reserve  Board  for  the  right  to  subscribe  to  the  stock  of 
the  Federal  reserve  bank  organized  or  to  be  organized  .within  the  Fedeiral 
T^^serve  district  where  the  applicant  is  located.  The  organization  committee 
or  the  Federal  Reserve  Board,  under  such  rules  and  regulations  as  it  may 
prescribe,  subject  to  the  provisions  of  this  section,  may  permit  the  applying 
tenk  to  become  a  stockholder  in  the  Federal  reserve  bank  of  the  district  in 
which  the  applying  bank  is  located.  Whenever  the  organization  committee  or 
the  Federal  Reserve  Board  shall  xiermit  the  applying  bank  to  become  a  stock- 
holder in  the  Federal  reserve  bank  of  the  district,  stock  shall  be  issued  and 
paid  for  under  the  rules  and  regulations  in  this  act  provided  for  national  banks 
which  become  stockholders  in  Federal  reserve  banks. 

The  organization  committee  or  the  Federal  Reserve  Board  shall  establish 
by-laws  for  the  general  government  of  its  conduct  in  acting  upon  applications 
made  by  the  State  banks  and  banking  associations  and  trust  companies  for 
rtock  ownership  in  Federal  reserve  banks.  Such  by-laws  shall  require  applying 
banks  not  organized  under  Federal  law  to  comply  with  the  reserve  and  capital 
regafrements  and  to  submit  to  the  examination  and  regulations  prescribed  by 
the  organization  committee  or  by  the  Federal  Reserve  Board.  No  applying 
bank  shall  be  admitted  to  membership  in  a  Federal  reserve  bank  unless  It 
possesses  a  paid-up  unimpaired  capital  sufficient  to  entitle  it  to  become  a  na- 
tional banking  association  tn  the  place  where  it  is  situated,  under  the  provisions 
of  the  national  banking  act. 

Any  bank  becoming  a  member  of  a  Federal  reserve  bank  under  the  provisions 
of  this  section  shall,  in  addition  to  the  regulations  and  restrictions  hereinbefore 
provided,  be  required  to  conform  to  the  provisions  of  law  imposed  on  the  na- 
tional banks  respecting  the  limitation  of  liability  which  may  be  incurred  by 
AQy  person,  firm,  or  corporation  to  such  banks,  the  prohibition  against  making 
purchase  of  or  loans  on  stock  of  such  banks,  and  the  withdrawal  or  impairment 
of  capital,  or  the  payment  of  unearned  dividends,  and  to  such  rules  and  regula- 
tions as  the  Federal  Reser\'e  Board  may,  in  pursuance  thereof,  prescribe. 

Sndi  banks,  and  the  officers,  agents,  and  employees  thereof,  shall  also  be 
object  to  the  provisions  of  and  to  the  penalties  prescribed  by  sections  fifty-one 
hundred  and  ninety-eight,  fifty-two  hundred,  fifty-two  hundred  and  one,  and 
fifty-two  hundred  and  eight,  and  fifty-two  hundred  and  nine  of  the  Revised 
Statutes.  The  member  banks  shall  also  be  required  to  make  reports  of  the 
^'oiiditlons  and  of  the  payments  of  dividends  to  the  comptroller,  as  provided  in 
sections  fifty-two  hundred  and  eleven  and  fifty-two  hundred  and  twelve  of  the 
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BeTised  Statutes,  and  shall  be  subject  to  the  penalties  prescribed  by  section 
fifty-two  hundred  and  thirteen  for  the  failure  to  make  such  report 

If  at  any  time  it  shall  appear  to  the  Federal  Reserve  Board  that  a  member 
bank  has  failed  to  comply  with  the  provisions  of  this  section  or  the  regulations 
of  the  Federal  Reserve  Board,  it  shall  be  within  the  power  of  the  said  board, 
after  hearing,  to  require  such  bank  to  surrender  its  stock  in  the  Federal  reserve 
bank;  upon  such  surrender  the  Federal  reserve  bank  shall  pay  the  cash-paid 
subscriptions  to  the  said  stock  with  interest  at  the  rate  of  one-half  of  one  per 
centum  x>er  month,  computed  from  the  last  diWdend,  if  earned,  not  to  exceed 
the  book  value  thereof,  less  any  liability  to  said  Federal  reserve  bank,  except 
the  subscription  liability  not  previously  called,  which  shall  be  canceled,  and 
said  Federal  reserve  bank  shall,  upon  notice  from  the  Federal  Reserve  Board, 
be  required  to  suspend  said  bnnk  from  further  privileges  of  ihembership,  and 
shall  within  thirty  days  of  such  notice  cancel  and  retire  its  stock  and  make 
payment  therefor  in  the  manner  herein  provided.  The  Federal  Reserve  Board 
may  restore  membership  upon  due  proof  of  compliance  with  the  conditions 
imposed  by  this  section. 

FEDERAL  BESEBVE  BOABD. 

Be9.  10.  A  Federal  Reserve  Board  is  hereby  created  which  shall  consist  of 
seven  members.  Including  the  Secretary  of  the  Treasury  and  the  Comptroller 
of  the  Currency,  who  shall  be  members  ex  officio,  and  five  members  appointed 
by  the  President  of  the  United  States,  by  and  with  the  advice  and  consent  of 
the  Senate.  In  selecting  the  five  appointive  members  of  the  Federal  Reserve 
Board,  not  more  than  one  of  whom  shall  be  selected  from  any  one  Federal  re- 
serve district,  the  President  shall  have  due  regard  to  a  fair  representation  of 
the  different  commercial,  industrial  and  geographical  divisions  of  the  country. 
The  five  members  of  the  Federal  Reserve  Board  appointed  by  the  President 
and  confirmed  as  aforesaid  shall  devote  their  entire  time  to  the  business  of  the 
Federal  Reserve  Board  and  shall  each  receive  an  annual  salary  of  $12,000,  pay- 
able monthly,  together  with  actual  necessary  traveling  expenses^  and  the  Gomx»- 
troner  of  the  Currency,  as  ex  officio  member  of  the  Federal  Reserve  Board, 
shall,  in  addition  to  the  salary  now  paid  him  as  Comptroller  of  the  Currency, 
receive  the  sum  of  $7,000  annually  for  his  services  as  a  member  of  said  board. 

The  members  of  said  board,  the  Secretary  of  the  Treasury,  the  Assistant 
Secretaries  of  the  Treasury,  and  the  Comptroller  of  the  Currency  shall  be  in- 
eligible  during  the  time  they  are  in  office  and  for  two  years  thereafter  to  hold 
any  office,  position,  or  employment  in  any  member  bank.  Of  the  five  members 
thus  appointed  by  the  President  at  least  two  shall  be  persons  experiehced  in 
banking  or  finance.  One  shall  be  designated  by  the  President  to  serve  for  two, 
one  for  four,  one  for  six,  one  for  eight,  and  one  for  ten  years,  and  thereafter 
each  member  so  appointed  shall  serve  for  a  term  of  ten  years  unless  sooner 
removed  for  cause  by  the  President.  Of  the  five  persons  thus  appointed,  one 
Bhall  be  designated  by  the  president  as  governor  and  one  as  vice  governor  of 
the  Federal  Reserve  Board.  The  governor  of  the  Federal  Reserve  Board,  sub- 
Ject  to  its  supervision,  shall  be  the  active  executive  officer.  The  Secretary  of 
the  Treasury  may  assign  offices  In  the  Department  of  the  Treasury  for  the  use 
of  the  Federal  Reserve  Board.  Each  member  of  the  Federal  Reserve  Board 
shall  within  fifteen  days  after  notice  of  appointment  make  and  subscribe  to  the 
oath  of  office. 

The  Federal  Reserve  Board  shall  have  power  to  levy  semiannually  upon 
the  Federal  reserve  banks,  in  proportion  to  their  capital  stock  and  surplus, 
an  assessment  sufficient  to  pay  its  estimated  expenses  and  the  salaries  of  its 
members  and  employees  for  the  half  year  succeeding  the  levying  of  such  assess- 
ment, together  with  any  deficit  carried  forward  from  the  preceding  half  year. 

The  first  meeting  of  the  Federal  Reserve  Board  shall  be  held  in  Washington, 
District  of  Columbia,  as  soon  as  may  be  after  the  passage  of  this  act,  at  a 
date  to  be  fixed  by  the  Reserve  Bank  Organization  Committee.  The  Secretary 
of  the  Treasury  shall  be  ex  officio  chairman  of  the  Federal  Reserve  Board. 
No  member  of  the  Federal  Reserve  Board  shall  be  an  officer  or  director  of 
any  bank,  banking  institution,  trust  company,  or  Federal  reserve  bank  nor 
hold  stock  in  any  bank,  banking  institution,  or  trust  company;  and  before 
entering  upon  his  duties  as  a  member  of  the  Federal  Reserve  Board  he  shall 
certify  under  oath  to  the  Secretary  of  the  Treasury  that  he  has  complied 
with  this  requirement  Whenever  a  vacancy  shall  occur,  other  than  by  expira- 
tion of  term,  among  the  five  members  of  the  Federal  Reserve  Board  appointed 
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by  the  President,  as  above  provided,  a  saccessor  shall  be  appointed  by  the 
President,  with  the  advice  and  consent  of  the  Senate,  to  fill  such  vacancy, 
and  when  appointed  he  shall  hold  office  for  the  onezplred  term  of  ttie  member 
whose  place  he  is  selected  to  fill. 

The  President  shall  have  power  to  flU  all  vacancies  that  may  happen  on 
the  Federal  Reserve  Board  during  the  recess  of  the  Senate,  by  granting  com- 
missions which  shall  expire  thir^  days  after  the  next  session  of  the  Senate 
convenes: 

Nothing  in  this  act  contained  shall  be  construed  as  taking  away  any  powers 
heretofore  vested  by  law  in  the  Secretary  of  the  Treasury  which  relate  to  the 
supenriaion,  management,  and  control  of  the  Treasury  Department  and  bureaus 
under  such  department,  and  wherever  any  power  vested  by  this  act  in  the 
Federal  Beeerve  Board  or  the  Federal  reserve  agent  appears  to  conflict  with 
the  powers  of  the  Secretary  of  the  Treasury,  such  powers  shall  be  exercised 
subject  to  the  supervision  and  control  of  the  Secretary. 

The  Federal  Reserve  Board  shall  annually  make  a  full  report  of  its  oper- 
ations to  the  Speaker  of  the  House  of  Representatives,  who  shall  cause  the 
nme  to  be  printed  for  the  information  of  the  Congress. 

Section  three  hundred  and  twenty-four  of  the  Revised  Statutes  of  the  United 
States  shall  be  amended  so  as  to  read  as  follows :  There  shall  be  in  the  De- 
partment of  the  Treasury  a  bureau  charged  with  the  execution  of  all  laws 
passed  by  €k>ngress  relating  to  the  issue  and  regulation  of  national  currency 
secured  by  United  States  bonds  and,  under  the  general  supervision  of  the  Fed- 
eral Reserve  Board,  of  all  Federal  reserve  notes,  the  chief  officer  of  which 
bureau  shall  be  called  the  Comptroller  of  the  Currency  and  shall  perform  his 
duties  under  the  general  directions  of  the  Secretary  of  the  Treasury. 

Sbc.  11.  The  Federal  Reserve  Board  shall  be  authorized  and  empowered: 

(a)  To  examine  at  its  discretion  the  accounts,  books,  and  affairs  of  each 
Fedtfal  reserve  bank  and  of  each  member  bank  and  to  require  such  state- 
ments and  reports  as  it  may  deem  necessary.  The  said  board  shall  publish 
once  each  week  a  statement  diowlng  the  condition  of  each  Federal  reserve  bank 
and  a  consolidated  statement  for  all  Federal  reserve  banks.  Such  statements 
shall  show  in  detail  the  assets  and  liabilities  of  the  Federal  reserve  banks, 
single  and  combined,  and  shall  furnish  full  information  regarding  the  char- 
acter of  the  money  held  as  reserve  and  the  amount,  nature  and  maturities  of 
the  paper  and  other  investments  owned  or  held  by  Federal  reserve  banks. 

(b)  To  permit,  or,  on  the  affirmative  vote  of  at  least  five  members  of  the 
Reserve  Board  to  require  Federal  reserve  banks  to  rediscount  the  discounted 
paper  of  other  Federal  reserve  banks  at  rates  of  interest  to  be  fixed  by  the 
Federal  Reserve  Board. 

(c)  To  suspend  for  a  period  not  exceeding  thirty  days,  and  from  time  to 
tiine  to  renew  such  suspension  for  periods  not  exceeding  fifteen  days,  any  re- 
serve requirement  specified  in  this  act:  Provided,  That  it  shall  establish  a 
graduated  tax  upon  the  amounts  by  which  the  reserve  requirements  of  this  act 
may  be  permitted  to  fall  below  the  level  hereinafter  specified:  And  provided 
further.  That  when  the  gold  reserve  held  against  Federal  reserve  notes  falls 
below  forty  per  centum,  the  Federal  Reserve  Board  shall  establish  a  graduated 
tax  of  not  more  than  one  per  centum  per  annum  upon  such  deficiency  until  the 
res^res  fall  to  thirty-two  and  one-half  per  centum,  and  when  said  reserve 
fklls  below  thirty-two  and  one-half  per  centum,  a  tax  at  the  rate  increasingly 
or  not  less  than  one  and  one-half  per  centum  per  annum  upon  each  two  and 
one-half  per  centum  or  fraction  thereof  that  such  reserve  falls  below  thirty-two 
and  one-half  per  centum.  The  tax  shall  be  paid  by  the  reserve  bank,  but  the 
reserve  bank  shall  add  an  amount  equal  to  said  tax  to  the  rates  of  interest  and 
discount  fixed  by  the  Federal  Reserve  Board. 

(d)  To  supervise  and  regulate  through  the  bureau  under  the  charge  of  the 
Comptroller  of  the  Currency  the  issue  and  retirement  of  Federal  reserve  notes, 
and  to  prescribe  rules  and  regulations  under  which  such  notes  may  be  delivered 
by  the  Comptroller  to  the  Federal  reserve  agents  applying  therefor. 

<e)  To  add  to  the  number  of  cities  classified  as  reserve  and  central  reserve 
cities  under  existing  law  in  which  national  banking  associations  are  subject  to 
the  reserve  requirements  set  forth  in  section  twenty  of  this  act ;  or  to  reclassify 
existing  reserve  and  central  reserve  cities  or  to  terminate  their  designation  as 
such. 

(f )  To  suspend  or  remove  any  officer  or  director  of  any  Federal  reserve  bank, 
the  cause  of  such  removal  to  be  forthwith  communicated  in  writing  by  the 
Federal  Reserve  Board  to  the  removed  officer  or  director  and  to  said  bank. 
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(g)  To  require  the  writing  off  of  doubtful  or  worthless  assets  upon  the  books 
and  balance  sheets  of  Federal  reserve  banks. 

(h)  To  suspend,  for  the  violation  of  any  of  the  provisions  of  this  act,  the 
operations  of  any  Federal  reserve  bank,  to  take  possession  thereof,  administer 
the  same  during  the  period  of  suspension,  and,  when  deemed  advisable,  to 
liquidate  or  reorganize  such  bank. 

(1)  To  require  bonds  of  Federal  reserve  agents,  to  make  regulations  for  the 
safeguarding  of  all  collateral,  bonds,  Federal  reserve  notes,  money  or  property 
of  any  kind  deposited  in  the  hands  of  such  agents,  and  said  board  shall  perform 
the  duties,  functions,  or  services  specified  in  this  act,  and  make  all  rules  and 
regulations  necessary  to  enable  said  board  effectively  to  perform  the  same. 

(J)  To  exercise  general  supervision  over  said  Federal  reserve  banks. 

(k)  To  grant  by  special  permit  to  national  banks  applying  therefor,  when  not 
in  contravention  of  State  or  local  law,  the  right  to  act  as  trustee,  executor, 
administrator,  or  registrar  of  stocks  and  bonds  under  such  rules  and  regulations 
as  the  said  board  may  prescribe. 

(1)  To  employ  such  attorneys,  experts,  assistants,  clerks,  or  other  employees 
as  may  be  deemed  necessary  to  conduct  the  business  of  the  board.  All  saliuies 
and  fees  shall  be  fixed  in  advance  by  said  board  and  shall  be  paid  in  the  same 
manner  as  the  salaries  of  the  members  of  said  board.  All  such  attorneys,  ex- 
perts, assistants,  clerks,  and  other  employees  shall  be  appointed  without  regard 
to  the  provisions  of  the  act  of  January  sixteenth,  eighteen  hundred  and  eighty- 
three  (volume  twenty-two.  United  States  Statutes  at  Large,  page  four  hundred 
and  three),  and  amendments  thereto,  or  any  rule  or  regulation  made  in  pur- 
suance thereof :  Provided,  That  nothing  herein  shall  prevent  the  President  from 
placing  said  employees  in  the  classified  service. 

• 

FEDERAL   ADVISORY    COUNCIL. 

Seo.  12.  There  is  hereby  created  a  Federal  Advisory  Council,  which  shall  con- 
sist of  as  many  members  as  there  are  Federal  reserve  districts.  Each  Federal 
reserve  bank  by  its  board  of  directors  shall  annually  select  from  its  own  Federal 
reserve  district  one  member  of  said  council,  who  shall  receive  such  compensation 
and  allowances  as  may  be  fixed  by  his  board  of  directors,  subject  to  the  approval 
of  the  Federal  Reserve  Board.  The  meetings  of  said  advisory  council  shall 
be  held  at  Washington,  District  of  Columbia,  at  least  four  limes  each  year,  and 
oftener  if  called  by  the  Federal  Reserve  Board.  The  council  may.  In  addition 
to  the  meetings  above  provided  for,  hold  such  other  meetings  in  Washington. 
District  of  Columbia,  or  elsewhere,  as  It  may  deem  necessary,  may  select  its 
own  officers  and  adopt  its  own  methods  of  procedure,  and  a  majority  of  its 
members  shall  constitute  a  quorum  for  the  transaction  of  .business.  Vacancies 
in  the  council  shall  be  filled  by  the  respective  reserve  banks,  and  members 
selected  to  fill  vacancies  shall  serve  for  the  unexpired  term. 

The  Federal  Advisory  Council  shall  have  power,  by  Itself  or  through  its  offi- 
cers, (1)  to  confer  directly  with  the  Federal  Reserve  Board  on  general  business 
condidons;  (2)  to  make  oral  or  written  representations  concerning  matters 
within  the  Jurisdiction  of  said  board;  (3)  to  call  for  Information  and  to  make 
recommendations  in  regard  to  discount  rates,  rediscount  business,  note  issues, 
reserve  conditions  In  the  various  districts,  the  purchase  and  sale  of  gold  or 
securities  by  reserve  banks,  open-market  operations  by  said  banks,  and  the 
general  affairs  of  the  reserve  banking  system. 

POWERS  OF  FEDERAL  RESERVE  BANKS. 

Seo.  13.  Any  Federal  reserve  bank  may  receive  from  any  of  Its  member  banks, 
and  from  the  United  States,  deposits  of  current  funds  in  lawful  money,  national- 
bank  notes.  Federal  reserve  notes,  or  checks  and  drafts  upon  solvent  member 
banks,  payable  upon  presentation ;  or,  solely  for  exchange  purposes,  may  receive 
from  other  Federal  reserve  banks  deposits  of  current  funds  in  lawful  moneyi 
national-bank  notes,  or  checks  and  drafts  upon  solvent  member  or  other  Federal 
reserve  banks,  payable  upon  presentation. 

Upon  the  Indorsement  of  any  of  its  member  banks,  with  a  waiver  of  demand, 
notice,  and  protest  by  such  bank,  any  Federal  reserve  bank  may  discount  notes, 
drafts,  and  bills  of  exchange  arising  out  of  actual  commercial  transactions: 
that  is,  notes,  drafts,  and  bills  of  exchange  Issued  or  drawn  fbr  agricultural, 
industrial,  or  commercial  purposes,  or  the  proceeds  of  which  have  been  used, 
or  are  to  be  used,  for  such  purposes,  the  Federal  Reserve  Board  to  have  the 
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light  to  determine  or  define  the  character  of  the  paper  thus  eligible  for  dis- 

connt,  within  the  meaning  of  this  act.    Nothing  in  this  act  contained  shall  be 

ixastmed  to  prohibit  such  notes,  drafts,  and  bills  of  exchange,  secured  by 

staple  agrlcnltnral  products,  or  other  goods,  wares,  or  merchandise,  from  being 

eligible  for  such  discount;  but  such  definition  shall  not  include  notes,  drafts, 

or  bills  covering  merely  inyestments  or  issued  or  drawn  for  the  purpose  of 

carrying  or  trading  in  stocks,  bonds,  or  other  investment  securities,  except 

bonds  and  notes  of  the  Government  of  the  United  States.    Notes,  drafts,  and 

bills  admitted  to  discount  under  the  terms  of  this  paragraph  must  have  a 

maturity  at  the  time  of  discount  of  not  more  than  ninety  days :  Provided,  That 

notes,  drafts,  and  bills  drawn  or  issued  for  agricultural  purposes  or  based  on 

live  stock  and  having  a  maturity  not  exceeding  six  months  may  be  discounted 

in  an  amount  to  be  limited  to  a  percentage  of  the  capital  of  the  Federal  reserve 

huik  to  be  ascertained  and  fixed  by  the  Federal  Reserve  Board. 

Any  Federal  reserve  bank  may  discount  acceptances  ^hlch  are  based  on  the 
importation  or  exportation  of  goods  and  which  have  a  maturity  at  time  of 
discount  of  not  more  than  three  months,  and  indorsed  by  at  least  one  member 
bank.  The  amount  of  acceptances  so  discounted  shall  at  no  time  exceed  one- 
lialf  the  paid-up  capital  stock  and  surplus  of  the  bank  for  which  the  rediscounts 
are  made 

The  aggregate  of  such  notes  and  bills  bearing  the  signature  or  Indorsement 
of  any  one  person,  company,  firm,  or  corporation  redlscounted  for  any  one  bank 
shall  at  no  time  exceed  ten  per  centum  of  the  unimpaired  capital  and  surplus 
of  said  bank;  but  this  restriction  shall  not  apply  to  the  discount  of  bills  of 
exchange  drawn  in  good  faith  against  actually  existing  values. 

Any  member  bank  may  accept  drafts  or  bills  of  exchange  drawn  upon  it  and 
growing  out  of  transactions  involving  the  importation  or  exportation  of  goods 
having  not  more  than  six  months'  sight  to  run ;  but  no  bank  shall  accept  such 
bills  to  an  amount  equal  at  any  time  in  tl^e  aggregate  to  more  than  one-half  its 
paid-up  capital  stock  and  surplus. 

Section  fifty-two  hundred  and  two  of  the  Revised  Statutes  of  the  United 
States  is  hereby  amended  so  as  to  read  as  follows :  No  national  banking  associa- 
tion shall  at  any  time  be  indebted,  or  in  any  way  liable,  to  an  amount  exceeding 
the  amount  of  its  capital  stock  at  such  time  actually  paid  in  and  remaining 
midiminlshed  by  losses  or  otherwise,  except  on  account  of  demands  of  the  nature 
following : 

Fint  Notes  of  circulation. 

Second.  Moneys  deposited  with  or  collected  by  the  association. 

Third.  Bills  of  exchange  or  drafts  drawn  against  money  actually  on  deposit 
to  the  credit  of  the  association  or  due  thereto. 

Fourth.  Liabilities  to  the  stockholders  of  the  association  for  dividends  and 
reserve  profits. 

Fifth.  liabilities  incurred  under  the  provisions  of  the  Federal  reserve  act 

The  rediscount  by  any  Federal  reserve  bank  of  any  bills  receivable  and  of 
domestic  and  foreign  bills  of  exchange,  and  of  acceptances  authorized  by  this 
act,  diall  be  subject  to  such  restrictions, 'limitations,  and  regulations  as  may 
be  imposed  by  the  Federal  Reserve  Board. 

OPEN-MABXET  OPESATIOITS. 

Ssa  14.  Any  Federal  reserve  bank  may,  under  rules  and  regulations  pre- 
scribed by  the  Federal  Reserve  Board,  purchase  and  sell  in  the  open  market, 
at  home  or  abroad,  either  from  or  to  domestic  or  foreign  banks,  firms,  corpora- 
tions, or  individuals,  cable  transfers  and  bankers*  acceptances  and  bills  of 
exchange  of  the  kinds  and  maturities  by  this  act  made  eligible  for  rediscount, 
with  or  without  the  indorsement  of  a  member  bank. 

E^ery  Federal  reserve  bank  shall  have  power :  * 

(a)  To  deal  in  gold  coin  and  bullion  at  home  or  abroad,  to  make  loans 
thereon,  exchange  Federal  reserve  notes  fbr  gold,  gold  coin,  or  gold  certlficatea 
and  to  contract  for  loans  of  gold  or  bullion,  giving  therefor,  when  necessary, 
acceptable  security,  including  the  hypothecation  of  United  States  bonds  or  other 
securities  which  Federal  reserve  banks  are  authorized  to  hold ; 

(b)  To  buy  and  sell,  at  home  or  abroad,  bonds  and  notes  of  the  United  States, 
and  bills,  notes,  revenue  bonds,  and  warrants  with  a  maturity  from  date  of 
purchase  of  not  exceeding  six  months,  issued  in  anticipation  of  the  collection  of 
taxes  or  in  anticipation  of  the  receipt  of  assured  revenues  by  any  State,  county, 
district,  political  subdivision,  or  municipality  in  the  continental  United  States, 
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including  irrigation,  drainage  and  reclamation  districts,  sach  purchases  to  be 
made  in  accordance  with  rules  and  regulations  prescribed  by  the  Federal 
Reserve  Board ; 

(c)  To  purchase  from  member  banks  and  to  sell,  with  or  without  its  indtn^sie- 
ment,  bills  of  exchange  arising  out  of  commercial  transactions,  as  hereinbefore 
defined ; 

(d)  To  establifib  from  time  to  time,  subject  to  review  and  determination  of 
the  Federal  Reserve  Board,  rates  of  discount  to  be  charged  by  the  Federal 
reserve  bank  for  each  class  of  paper,  which  shall  be  fixed  with  a  view  of 
acconunodating  commerce  and  business; 

(e)  To  establish  accounts  with  other  Federal  reserve  banks  for  exchange 
purposes  and,  with  the  consult  of  the  Federal  Reserve  Board,  to  open  and. 
maintain  banking  accounts  in  foreign  countries,  appoint  correeqpondents,  and 
establish  agencies  in  such  countries  wheresoever  it  may  deem  best  for  the 
purpose  of  purchasing,  selling,  and  collecting  bills  of  exchange,  and  to  buy  and 
sell  with  or  without  its  indorsement,  through  such  correspondents  or  agencies, 
bills  of  exchange  arising  out  of  actual  commercial  transactions  which  have 
not  more  than  ninety  days  to  run  and  which  bear  the  signature  of  two  or  more 
responsible  partiea 

GOVEBNMENT  DEPOSITS. 

Sec.16.  The  moneys  held  in  the  general  fund  of  the  Treasury,  except  the  five 
per  centum  fund  for  the  redemption  of  outstanding  national-bank  notes  and  the 
funds  provided  in  this  act  for  the  redemption  of  Federal  reserve  notes  may, 
upon  the  direction  of  the  Secretary  of  the  Treasury,  be  deposited  in  Federal 
reserve  banks,  which  banks,  when  required  by  the  Secretary  of  the  Treasury, 
shall  act  as  fiscal  agents  of  the  United  States;  and  the  revenues  of  the  Govern- 
ment or  any  part  thereof  may  be  deposited  in  such  banks,  and  disbursements 
may  be  made  by  checks  drawn  against  such  deposits.  * 

No  public  funds  of  the  Philippine  Islands,  or  of  the  postal  savings,  or  any 
Government  funds  shall  be  deposited  in  the  continental  United  States  in  any 
bank  not  belonging  to  the  system  established  by  this  act:  Provided^  however. 
That  nothing  in  this  act  shall  be  construed  to  deny  the  right  of  the  Secretary 
of  the  Treasury  to  use  member  banks  as  depositories. 

NOTE  ISStJXS. 

Sec.  16.  Federal  reserve  notes,  to  be  Issued  at  the  discretion  of  the  Federal 
Reserve  Board  for  the  purpose  of  making  advances  to  Federal  reserve  banks 
through  the  Federal  reserve  agents  as  hereinafter  set  forth  and  for  no  other 
purpose,  are  hereby  authorized.  The  said,  notes-  shall  be  obligations  of  the 
United  States  and  shall  be  receivable  by  all  national  and  member  banks  and 
Federal  reserve  banks  and  for  all  taxes,  customs,  and  other  public  dues.  They 
shall  be  redeemed  in  gold  on  demand  at  the  Treasury  Department  of  the  United 
States,  in  the  city  of  Washington,  District  of  Columbia,  or  in  gold  or  lawful 
money  at  any  Federal  reserve  bank. 

Any  Federal  reserve  bank  may  make  application  to  the  local  Federal  re- 
serve agent  for  such  amount  of  the  Federal  reserve  notes  hereinbefore  provided 
for  as  it  may  require.  Such  application  shall  be  accompanied  with  a  tender 
to  the  local  Federal  reserve  agent  of  collateral  In  amount  equal  to  the  sum 
of  the  Federal  reserve  notes  thus  applied  for  and  issued  pursuant  to  such 
application.  The  collateral  security  thus  offered  shall  be  notes  and  bills, 
accepted  for  rediscount  under  the  provisions  of  section  thirteen  of  this  act, 
and  the  Federal  reserve  agent  shall  each  day  notify  the  Federal  Reserve  Board 
of  all  issues  and  withdrawals  of  Federal  reserve  notes  to  and  by  the  Federal 
reserve  bank  to  which  he  is  accredited.  The  said  Federal  Reserve  Board 
may  at  any  time  call  upon  a  Federal  reserve  bank  for  additional  security  to 
protect  the  Federal  reserve  notes  issued  to  it 

Every  Federal  reserve  bank  shall  maintain  reserves  in  gold  or  lawful  money 
of  not  less  than  thirty-five  per  centum  against  its  deposits  and  reserves  in  gold 
of  not  less  than  forty  per  centum  against  its  Federal  reserve  notes  in  actual 
circulation,  and  not  offset  by  gold  or  lawful  money  deposited  with  the  Fed^al 
reserve  agent  Notes  so  paid  out  shall  bear  upon  their  faces  a  distinctive  letter 
and  serial  number,  which  shall  be  assigned  by  the  Federal  Reserve  Board  to 
each  Federal  reserve  bank.  Whenever  Federal  reserve  notes  issued  through 
one  Federal  reserve  bank  shall  be  received  by  another  Federal  reserve  bank  they 
shall  be  promptly  returned  for  credit  or  redemption  to  the  Federal  reserve  bank 
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through  which  they  were  originally  Issued.  No  Federal  reserve  bank  shall  pay 
oat  notes  issued  through  another  under  penalty  of  a  tax  of  ten  per  centum 
upon  the  face  value  of  notes  so  paid  out  Notes  presented  for  redemption  at 
the  Treasury  of  the  United  States  shall  be  paid  out  of  the  redemption  fund  and 
returned  to  the  E^eral  reserve  banks  through  which  they  were  originally 
Issued,  and  thereupon  such  Federal  reserve  bank  shall,  upon  demand  of  the 
Secretary  of  the  Treasury,  reimburse  such  redemption  fund  in  lawful  money, 
or,  if  such  Federal  reserve  notes  have  been  redeemed  by  the  Treasurer  in  gold 
or  gold  certificates,  then  such  funds  shall  be  reimbursed  to  the  extent  deemed 
uecefisary  by  the  Secretary  of  the  Treasury  in  gold  or  gold  certificates,  and  such 
Federal  reserve  bank  shall,  so  long  as  any  of  its  Federal  reserve  notes  remain 
ontftinding,  maintain  with  the  Treasurer  in  gold  an  amount  sufficient  in  the 
judgment  of  the  Secretary  to  provide  for  all  redemptions  to  be  made  by  the 
Insurer.  Federal  reserve  notes  received  by  the  Treasury,  otherwise  than  for 
redemption,  may  be  exchanged  for  gold  out  of  the  redemption  fund  hereinafter 
provided  and  returned  to  the  reserve  bank  through  which  they  were  originally 
issoed,  or  they  may  be  returned  to  such  bank  for  the  credit  of  the  IFnited 
StatesL  Federal  reserve  notes  unfit  for  circulation  shall  be  returned  by  the 
Federal  reserve  agents  to  the  Ck)mptroller  of  the  Currency  for  cancellation  and 
destruction. 

The  Federal  Reserve  Board  shall  require  each  Federal  reserve  bank  to  main- 
tain on  deposit  in  the  Treasury  of  the  United  States  a  sum  in  gold  sufficient 
in  the  judgment  of  the  Secretary  of  the  Treasury  for  the  redemption  of  the 
Federal  reserve  notes  issued  to  such  bank,  but  in  no  event  less  than  five  per 
ceotnm ;  but  such  deposit  of  gold  shall  be  counted  and  included  as  part  of  the 
forty  per  centum  reserve  hereinbefore  required.  The  board  shall  have  the  right, 
acting  through  the  Federal  reserve  agent,  to  grant  in  whole  or  in  part  or  to 
reject  eitirely  the  application  of  any  Federal  reserve  bank  for  Federal  reserve 
notes;  but  to  the  extent  that  such  application  may  be  granted  the  Federal  Re- 
serve Board  shall,  through  its  local  Federal  reserve  agent,  supply  Federal 
reserve  notes  to  the  bank  so  applying,  and  such  bank  shall  be  charged  with  the 
amount  of  such  notes  and  shall  pay  such  rate  of  interest  on  said  amount  as 
nmy  be  established  by  the  Federal  Reserve  Board,  and  the  amount  of  such 
Fedttnl  reserve  notes  so  Issued  to  any  such  bank  shall,  upon  delivery,  together 
with  such  notes  of  such  Federal  reserve  bank  as  may  be  Issued  under  section 
eighteen  of  this  act  upon  security  of  United  States  two  per  centum  Govern- 
ment bonds,  become  a  first  and  paramount  lien  on  all  the  assets  of  such  bank. 

Any  Federal  reserve  bank  may  at  any  time  reduce  Its  liability  for  outstand- 
ing Federal  reserve  notes  by  depositing  with  the  Federal  reserve  agent  its  Fed- 
eral reserve  notes,  gold,  gold  certificates,  or  lawful  money  of  the  United  States. 
Federal  reserve  notes  so  deposited  shall  not  be  reissued,  except  upon  compliance 
with  the  conditions  of  an  original  issue. 

The  Federal  reserve  agent  shall  hold  such  gold,  gold  certificates,  or  lawful 
money  available  exclusively  for  exchange  for  the  outstanding  Federal  reserve 
notes  when  offered  by  the  reserve  bank  of  which  he  Is  a  director.  Upon  the 
request  of  the  Secretary  of  the  Treasury  the  Federal  Reserve  Board  shall 
require' the  Federal  reserve  agent  to  transmit  so  much  of  said  gold  to  the 
Treasury  of  the  United  States  as  may  be  required  for  the  exclusive  purpose 
of  the  redemption  of  such  notes. 

Any  Federal  reserve  bank  may  at  its  discretion  withdraw  collateral  deposited 
with  the  local  Federal  reserve  agent  for  the  protection  of  its  Federal  reserve 
notes  deix>8ited  with  it  and  shall  at  the  same  time  substitute  therefor  other 
like  collateral  of  equal  amount,  with  the  approval  of  the  Federal  reserve  agent, 
under  regulations  to  be  prescribed  by  the  Federal  Reserve  Board. 

In  order  to  furnish  suitable  notes  for  circulation  as  Federal  reserve  notes, 
the  Comptroller  of  the  Currency  shall,  under  the  direction  of  the  Secretary  of 
the  Treasury,  cause  plates  and  dies  to  be  engraved  in  the  best  manner  to  guard 
ngaJnst  counterfeits  and  fraudulent  alterations,  and  shall  have  printed  there- 
from and  numbered  such  quantities  of  such  notes  of  the  denominations  of  $5, 
flO,  |20,  $50,  $100,  as  may  be  required  to  supply  the  Federal  reserve  banks. 
Such  notes  shall  be  in  form  and  tenor  as  directed  by  the  Secretary  of  the 
Treasury  under  the  provisions  of  this  act  and  shall  bear  the  distinctive  num- 
bers of  the  several  Federal  reserve  banks  through  which  they  are  issued. 

When  such  notes  have  been  prepared,  they  shall  be  deposited  in  the  Treasury, 
or  in  the  subtreasury  or  mint  of  the  United  States  nearest  the  place  of  business 
of  each  Federal  reserve  bank  and  shall  be  held  for  the  use  of  such  bank  sub- 
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ject  to  the  order  of  the  (Comptroller  of  the  Currency  for  their  delivery,   as 
provided  by  this  act. 

The  plates  and  dies  to  be  procured  by  the  Comptroller  of  the  Currency  for 
the  printing  of  such  circulating  notes  shall  remain  under  his  control  and  direc- 
tion, and  the  expenses  necessarily  Incurred  in  executing  the  laws  relating  to  the 
procuring  of  such  notes,  and  all  other  expenses  incidental  to  their  issue  and 
retirement,  shall  be  paid  by  the  Federal  reserve  banks,  and  the  Federal  Reserve 
Board  shall  Include  in  its  estimate  of  expenses  levied  against  the  Federal 
reserve  banks  a  sufficient  amount  to  cover  the  expenses  herein  provided  for. 

The  examination  of  plates,  dies,  bed  pieces,  and  so  forth,  and  regulations 
relating  to  such  examination  of  plates,  dies,  and  so  forth,  of  national-bank 
notes  provided  for  in  section  fifty-one  hundred  and  seventy-four.  Revised  stat- 
utes, is  hereby  extended  to  include  notes  herein  provided  for. 

Any  appropriation  heretofore  made  out  of  the  general  funds  of  the  Treasory 
for  engraving  plates  and  dies,  the  purchase  of  distinctive  paper,  or  to  cover 
any  other  expense  in  connection  with  the  printing  of  national-bank  notes  or 
notes  provided  for  by  the  act  of  May  thirtieth,  nineteen  hundred  and  eight,  and 
any  distinctive  paper  that  may  be  on  hand  at  the  time  of  the  passage  of  this 
act  may  be  used  in  the  discretion  of  the  Secretary  for  the  purposes  of  this  act, 
and  should  the  appropriations  heretofore  made  be  insufficient  to  meet  the  re- 
quirements of  this  act  in  addition  to  circulating  notes  provided  for  by  existing 
law,  the  Secretary  is  hereby  authorized  to  use  so  much  of  any  funds  in  the 
Treasury  not  otherwise  appropriated  for  the  purpose  of  furnishing  the  notes 
aforesaid:  Provided,  however,  That  nothing  in  this  section  contained  shall  be 
construed  as  exempting  national  banks  or  Federal  reserve  banks  from  their 
liability  to  reimburse  the  United  States  for  any  expenses  incurred  in  printing 
and  issuing  circulating  notes. 

Every  Federal  reserve  bank  shall  receive  on  deposit  at  par  from  member 
banks  or  from  Federal  reserve  banks  checks  and  drafts  drawn  upon  any  of  its 
depositors,  and  when  remitted  by  a  Federal  reserve  bank,  checks  and  drafts 
drawn  by  any  depositor  in  any  other  Federal  reserve  bank  or  member  bank 
upon  funds  to  the  credit  of  said  depositor  In  said  reserve  bank  or  member  bank. 
Nothing  herein  contained  shall  be  construed  as  prohibiting  a  member  bank 
from  charging  its  actual  expense  incurred  in  collecting  and  remitting  funds, 
or  for  exchange  sold  to  its  patrons.  The  Federal  Reserve  Board  shall,  by  rule, 
fix  the  charges  to  be  collected  by  the  member  banks  from  Its  patrons  whose 
checks  are  cleared  through  the  Federal  reserve  bank  and  the  charge  which  may 
be  imposed  for  the  service  of  clearing  or  collection  rendered  by  the  Federal 
reserve  bank. 

The  Federal  Reserve  Board  shall  make  and  promulgate  from  time  to  time 
regulations  governing  the  transfer  of  funds  and  charges  therefor  among  Federal 
reserve  banks  and  their  branches,  and  may  at  Its  discretion  exercise  the  func- 
tions of  a  clearing  house  for  such  Federal  reserve  banks,  or  may  designate  a 
Federal  reserve  bank  to  exercise  such  functions,  and  may  also  require  each 
such  bank  to  exercise  the  functions  of  a  clearing  house  for  its  member  banks. 

Sec.  17.  So  much  of  the  provisions  of  section  fifty-one  hundred  and  fifty-nine 
of  the  Revised  Statutes  of  the  United  States,  and  section  four  of  the  act  of 
June  twentieth,  eighteen  hundred  and  seventy-four,  and  section  eight  of  the 
act  of  July  twelfth,  eighteen  hundred  and  eighty-two,  and  of  any  other  pro- 
visions of  existing  statutes  as  require  that  before  any  national  banking  asso- 
ciations shall  be  authorized  to  commence  banking  business  it  shall  transfer 
and  deliver  to  the  Treasurer  of  the  United  States  a  stated  amount  of  United 
States  registered  bonds  is  hereby  repealed. 

RETUITDING  BONDS. 

Sec.  18.  After  two  years  ftom  the  passage  of  this  act,  and  at  any  time 
during  a  period  of  twenty  years  thereafter,  any  member  bank  desiring  to  retire 
the  whole  or  any  part  of  its  circulating  notes  may  file  with  the  Treasurer  of 
the  United  States  an  application  to  sell  for  its  account,  at  par  and  accrued 
interest,  United  States  bonds  securing  circulation  to  be  retired. 

The  Treasurer  shall,  at  the  end  of  each  quarterly  period,  furnish  the  Federal 
Reserve  Board  with  a  list  of  such  applications,  and  the  Federal  Reserve  Board 
may,  in  its  discretion,  require  the  Federal  reserve  banks  to  purchase  such 
bonds  from  the  banks  whose  applications  have  been  filed  with  the  Treasurer  at 
least  ten  days  before  the  end  of  any  quarterly  period  at  which  the  Federal 
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Beierre  Board  may  direct  tbe  purchase  to  be  made:  Provided,  Tbat  Federal 
mnre  banks  shall  not  be  permitted  to  purchase  an  amount  to  exceed 
125,000,000  of  such  bonds  in  any  one  year,  and  which  amount  shall  include 
bonds  acquired  under  section  four  of  this  act  by  the  Federal  reserve  bank. 

Provided  further.  That  the  Federal  Reserve  Board  shall  allot  to  each  Federal 
reserve  bank  such  proportion  of  such  bonds  as  the  capital  and  surplus  of  such 
I         bask  shall  bear  to  the  aggregate  capital  and  surplus  of  all  the  Federal  reserve 
banks. 

Upon  notice  from  the  Treasurer  of  the  amount  of  bonds. so  sold  for  its 

aottnmt,  each  member  bank  shall  duly  assign  and  transfer,  in  writing,  such 

bonds  to  the  Federal  Reserve  bank  purchasing  the  same,  and  such  Federal 

I  reserve  bank  shall  thereupon  deposit  lawful  money  with  the  Treasurer  of  the 

.,        United  States  for  the  purchase  price  of  such  bonds,  and  the  Treasurer  shall 

'  pay  to  the  member  bank  selling  such  bonds  any  balance  due  after  deducting  a 

mfflcient  sum  to  redeem  its  outstanding  notes  secured  by  such  bonds,  which 

notes  shall  be  canceled  and  permanently  retired  when  redeemed. 

The  Federal  reserve  banks  purchasing  such  bonds  shall  be  permitted  to  take 
out  an  amount  of  circulating  notes  equal  to  the  par  value  of  such  bonds. 

Upon  the  deposit  with  the  Treasurer  of  €he  United  States  of  bonds  so  pur- 
chased, or  any  bonds  with  the  circulating  privilege  acquired  under  section  four 
of  this  act,  any  Federal  reserve  bank  making  such  deposit  in  the  manner  pro- 
vided by  existing  law  shall  be  entitled  to  receive  from  the  Ck>mptroller  of  the 
Cnrrency  circulating  notes  in  blank,  registered  and  countersigned  as  provided  by 
law,  equal  in  amount  to  the  par  value  of  the  bonds  so  deposited.  Such  notes 
shall  be  the  obligations  of  the  Federal  reserve  bank  procuring  the  same,  and 
shall  be  in  form  prescribed  by  the  Secretary  of  the  Treasury  and  to  the  same 
tenor  and  effect  as  national-bank  notes  now  provided  by  law.  They  shall  be 
issued  and  redeemed  under  the  same  terms  and  conditions  as  national-bank 
notes  except  that  they  shall  not  be  limited  to  the  amount  of  the  capital  stock 
of  the  Federal  reserve  bank  issuing  them. 

Upon  application  of  any  Federal  reserve  bank,  approved  by  the  Federal 
Reserve  Board,  the  Secretary  of  the  Treasury  may  issue,  in  exchange  for  United 
States  two  per  centimi  gold  bonds  bearing  the  circulation  privilege,  but  against 
which  no  circulation  is  outstanding,  one-year  gold  notes  of  the  United  States 
without  the  circulation  privilege,  to  an  amount  not  to  exceed  one-half  of  the  two 
per  centum  bonds  so  tendered  for  exchange,  and  thirty-year  three  per  centum 
gold  bonds  without  the  circulation  privilege  for  the  remainder  of  the  two  per 
centum  bonds  so  tendered:  Provided,  That  at  the  time  of  such  exchange  the 
Federal  reserve  bank  obtaining  such  one-year  gold  notes  shall  enter  into  an 
obllgatioQ  with  the  Secretary  of  the  Treasury  binding  itself  to  purchase  from . 
the  United  States  for  gold  at  the  maturity  of  such  one-year  notes  an  amount 
eqnal  to  those  delivered  in  exchange  for  such  bonds^  if  so  requested  by  the  Sec- 
^ry.  and  at  each  maturity  of  one-year  notes  so  purchased  by  such  Federal 
reserve  bank  to  purchase  from  the  United  States  such  an  amount  of  one-year 
notes  as  the  Secretary  may  tender  to  such  bank,  not  to  exceed  the  amount  issued 
to  snch  bank  in  the  first  instance,  in  exchange  for  the  two  per  centum  United 
States  gold  bonds;  said  obligation  to  purchase  at  maturity  such  notes  shall 
continue  in  force  for  a  period  not  to  exceed  thirty  years. 

For  the  purpose  of  making  the  exchhnge  herein  provided  for  the  Secretary 
of  the  Treasury  is  authorized  to  issue  at  par  Treasury  notes  in  coupon  or 
i^stered  form,  as  he  may  prescribe,  in  denominations  of  one  hundred  dollars 
or  any  multiple  thereof,  bearing  interest  at  the  rate  of  three  per  centum  per 
annum,  payable  quarterly,  such  Treasury  notes  to  be  payable  not  more  than 
one  year  from  the  date  of  their  issue  in  gold  coin  of  the  present  standard 
▼alne,  and  to  be  exempt  as  to  principal  and  interest  from  the  payment  of  all 
taxes  and  duties  of  the  United  States  except  as  provided  by  this  act,  as  well 
S8  from  taxes  in  any  form  by  or  under  State,  municipal,  or  local  authorities. 
And  for  the  same  purpose  the  Secretary  is  authorized  and  empowered  to  issue 
TJnited  States  gold  bonds  at  par,  bearing  three  per  centum  interest,  payable 
thirty  years  from  date  of  issue,  such  bonds  to  be  of  the  same  general  tenor 
snd  effect  and  to  be  issued  under  the  same  general  terms  and  conditions  as 
the  United  States  three  per  centum  bonds  without  the  circulation  privilege 
now  issued  and  outstanding. 

Upon  application  of  any  Federal  reserve  bank,  approved  by  the  Federal 
Heserve  Board,  the  Secretary  may  issue  at  par  such  three  per  centum  bonds 
in  exchange  for  the  one-year  gold  notes  herein  provided  for. 
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BANK  BE8EBVE8. 

Sec.  19.  Demaud  deposits  within  the  meaning  of  this  act  shall  comprise  all 
deposits  payable  within  thirty  days,  and  time  deposits  shall  comprise  all  de- 
posits payable  after  thirty  days,  and  all  savings  accounts  and  certificates  of 
deposit  which  are  subject  to  not  less  than  thirty  days'  notice  before  payment 

When  the  Secretary  of  the  Treasury  shall  have  offidally  announced,  In  such 
manner  as  he  may  elect,  the  establishment  of  a  Federal  reserve  bank  in  any 
district,  every  subscribing  member  bank  shall  establish  and  maintain  reserves 
as  follows: 

(a)  A  bank  not  in  a  reserve  or  central  reserve  city  as  now  or  hereafter 
defined  shall  hold  and  maintain  reserves  equal  to  tw^ve  per  centum  of  the 
aggregate  amount  of  its  demand  deposits  and  five  per  centum  of  its  tUne 
deposits,  as  follows : 

In  its  vaults,  for  a  period  of  thlrty-slx  months  after  said  date,  five  twelfths 
thereof,  and  permanently  thereafter  four-twelfths. 

In  the  Federal  reserve  bank  of  its  district,  for  a  period  of  twelve  months 
after  said  date,  two-twelfths,  and  for  each  succeeding  six  months  an  additional 
one-twelfth,  until  five-twelfths  have  been  so  deposited,  which  shall  be  the 
amount  permanently  required. 

For  a  period  of  thlrty-slx  months  after  said  date  the  balance  of  the  reserves 
may  be  held  in  its  own  vaults,  or  in  the  Federal  reserve  bank,  or  in  national 
banks  In  reserve  or  central  reserve  cities  as  now  defined  by  law. 

After  said  thlrty-slx  months'  period  said  reserves,  other  than  those  herein- 
before required  to  be  held  in  the  vaults  of  the  member  bank  and  In  the  Federal 
reserve  bank,  shall  be  held  In  the  vaults  of  the  member  bank  or  in  the  Federal 
reserve  bank)  or  In  both,  at  the  option  of  the  member  bank. 

(b)  A  bank  in  a  reserve  city,  as  now  or  hereafter  defined,  shall  hold  and 
maintain  reserves  equal  to  fifteen  per  centum  of  the  aggregate  amount  of  its 
demand  deposits  and  five  per  centum  of  its  time  deposits,  as  follows : 

In  Its  vaults  for  a  period  of  thirty-six  months  after  said  date  six-fifteenths 
thereof,  and  permanently  thereafter  five-fifteenths. 

In  the  Federal  reserve  bank  of  its  district  for  a  period  of  twelve  months 
after  the  date  aforesaid  at  least  three-fifteenths,  and  for  each  succeeding  six 
months  an  additional  one-fifteenth,  until  six-fifteenths  have  been  so  deposited, 
which  shall  be  the  amount  permanently  required. 

For  a  period  of  thlrty-slx  months  after  said  date  the  balance  of  the  reserves 
may  be  held  in  Its  own  vaults,  or  In  the  Federal  reserve  bank,  or  in  national 
banks  In  reserve  or  central  reserve  cities  as  now  defined  by  law. 

After  said  thlrty-slx  months'  period  all  of  said  reserves,  except  those  herein- 
before required  to  be  held  permanently  in  the  vaults  of  the  member  bank  and 
in  the  Federal  reserve  bank,  shall  be  held  in  its  vaults  or  In  the  Federal  reserve 
bank,  or  in  both,  at  the  option  of  the  member  bank. 

(c)  A  bank  in  a  central  reserve  city,  as  now  or  hereafter  defined,  shall  hold 
and  maintain  a  reserve  equal  to  eighteen  per  centum  of  the  aggregate  amount 
of  its  demand  deposits  and  five  per  centum  of  Its  time  deposits,  as  follows : 

In  Its  vaults  six-eighteenths  thereof. 

In  the  Federal  reserve  bank  seven-eighteenths. 

The  balance  of  said  reserves  shall  be  held  in  Its  own  vaults  or  In  the  Federal 
reserve  bank,  at  Its  option. 

Any  Federal  reserve  bank  may  receive  from  the  member  banks  as  reserves 
not  exceeding  one-half  of  each  Installment,  eligible  paper  as  described  in  section 
fourteen,  properly  Indorsed  and  acceptable  to  the  said  reserve  bank. 

If  a  State  bank  or  trust  company  is  required  by  the  law  of  its  State  to  keep 
Its  reserves  either  in  Its  own  vaults  or  with  another  State  bank  or  trust  com- 
pany, such  reserve  deposits  so  kept  in  such  State  bank  or  trust  company  shall 
be  construed,  "within  the  meaning  of  this  section,  as  If  they  were  reserve  de- 
posits in  a  national  bank  in  a  reserve  or  central  reserve  city  for  a  period  of 
three  years  after  the  Secretary  of  the  Treasury  shall  have  officially  announced 
the  establishment  of  a  Federal  reserve  bank  In  the  district  in  which  such  State 
bank  or  trust  company  Is  situate.  Except  as  thus  provided,  no  member  bank 
shall  keep  on  deposit  with  any  nonmember  bank  a  sum  In  excess  of  ten  per 
centum  of  Its  own  paid-up  capital  and  surplus.  No  member  bank  shall  act  as 
the  medium  or  agent  of  a  nonmember  bank  in  applying  for  or  receiving  discounts 
from  a  Federal  reserve  bank  under  the  provisions  of  this  act  except  by  permis- 
sion of  the  Federal  Reserve  Board. 
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The  lesenre  carried  by  a  member  bank  with  a  Federal  reserve  bank  may, 
under  the  regulations  and  subject  to  such  penalties  as  may  be  prescribed  by  the 
Federal  Reserre  Board,  be  checked  against  and  withdrawn  by  such  member 
bank  for  the  purpose  of  meeting  existing  liabilities:  Provided,  however.  That 
DO  bank  sbaU  at  any  time  make  new  loans  or  shall  pay  any  dividends  unless  and 
until  the  total  reserve  required  by  law  is  fully  restored. 

In  estimating  the  reserves  required  by  this  act  the  net  balance  of  amounts 
doe  to  and  f^om  other  banks  shall  be  taken  as  the  basis  for  ascertaining  the 
deposits  against  which  reserve  shall  be  determined.  Balances  in  reserve  banks 
doe  to  member  banks  shall,  to  the  extent  herein  provided,  be  counted  as  reserves. 

National  banks  located  in  Alaska  or  outside  the  continental  United  States 
may  Temain  nonmember  banks,  and  shall  in  that  event  maintain  reserves  and 
comply  with  all  the  conditions  now  provided  by  law  regulating  them ;  or  said 
hanks,  except  in  the  Philippine  Islands,  may,  with  the  consent  of  the  Reserve 
Board,  become  member  banks  of  any  one  of  the  reserve  districts,  and  shall  in 
tbat  event  take  stock,  maintain  reserves,  and  pe  subject  to  all  the  other  pro- 
visions of  this  act 

Sec.  20.  So  mnch  of  sections  two  and  three  of  the  act  of  June  twentieth, 
eigfateoi  hundred  and  seventy-four,  entitled  "An  act  fixing  the  amount  of 
United  States  notes,  providing  for  a  redistribution  of  the  national-bank  cur- 
r«X7,  and  for  other  purposes,"  as  provides  that  the  fund  deposited  by  any 
national  banking  association  with  the  Treasurer  of  the  United  States  for  the 
redemption  of  its  notes  shall  be  counted  as  a  part  of  its  lawful  reserve  as 
proTlded  in  the  act  aforesaid,  is  hereby  repealed.  And  from  and  after  the 
passage  of  this  act  such  fund  of  five  per  centum  shall  in  no  case  be  counted  by 
any  national  banking  association  as  a  part  of  its  lawful  reserve. 

BANK  EXAMINATIONS. 

Sk.  21.  Section  fifty-two  hundred  and  forty,  United  States  Revised  Statutes, 
is  amoided  to  read  as  follows : 

Tlie  Gomptroiler  of  the  Currency,  with  the  approval  of  the  Secretary  of  the 
Treasury,  Siall  appoint  examiners  who  shall  examine  every  member  bank  at 
least  twice  in  each  calendar  year  and  oftener  if  considered  necessary :  Provided, 
however.  That  the  Federal  Reserve  Board  may  authorize  examination  by  the 
State  authorities  to  be  accepted  in  the  case  of  State  banks  and  trust  companies 
and  may  at  any  time  direct  the  holding  of  a  special  examination  of  State  banks 
or  truflt  companies  that  are  stockholders  in  any  E'ederal  reserve  bank.  The 
examiner  making  the  examination  of  any  national  bank,  or  of  any  other  member 
l>>uik,  shall  have  power  to  make  a  thorough  examination  of  all  the  affairs  of  the 
t><uik  and  in  doing  so  he  shall  have  i)ower  to  administer  oaths  and  to  examine 
any  of  the  oflSlcers  and  agents  thereof  under  oath  and  shall  make  a  full  and 
Stalled  report  of  the  condition  of  said  bank  to  the  Omptroller  of  the  Currency. 

The  Federal  Reserve  Board,  upon  the  recommendation  of  the  Comptroller  of 
^e  Currency,  shall  fix  the  salaries  of  all  bank  examiners  and  make  report 
^^^ereot  to  Ck>ngre8S.  The  expense  of  the  examinations  herein  provided  for  shall 
^  assessed  by  the  Comptroller  of  the  Currency  upon  the  banks  examined  in 
proportion  to  assets  or  resources  held  by  the  banks  upon  the  dates  of  examina- 
tion of  the  various  banka 

In  addition  to  the  examinations  made  and  conducted  by  the  Comptroller  of 
^e  Currency,  every  Federal  reserve  bank  may,  with  the  approval  of  the  Federal 
reserve  agent  or  the  Federal  Reserve  Board,  provide  for  special  examination 
of  member  banks  within  its  district  The  expense  of  such  examinations  shall 
^  borne  by  the  bank  examined.  Such  examinations  shall  be  so  conducted  as  to 
MoTm  the  Federal  reserve  bank  of  the  condition  of  its  member  banks  and  of 
the  lines  of  credit  which  are  being  extended  by  them.  Every  Federal  reserve 
^nk  shall  at  all  times  furnish  to  the  Federal  Reserve  Board  such  information 
3s  may  be  demanded  concerning  the  condition  of  any  member  bank  within  the 
district  of  the  said  Federal  reserve  bank. 

No  bank  shall  be  subject  to  any  visitatorial  powers  other  than  such  as  are 
authorized  by  law,  or  vested  in  the  courts  of  Justice  or  such  as  shall  be  or 
^11  have  been  exercised  or  directed  by  Congress,  or  by  either  House  thereof 
or  by  any  committee  of  Congress  or  of  either  House  duly  authorized. 

The  Fiederal  Reserve  Board  shall,  at  least  once  each  year,  order  an  exami- 
nation of  each  Federal  reserve  bank,  and  upon  Joint  application  of  ten  member 
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bauks  the  Federal  Befierve  Board  shall  order  a  special  examination  and  report 
of  the  condition  of  any  Federal  reserve  bank. 

Seo.  22.  No  member  bank  or  any  officer,  director,  or  employee  thereof  shall 
hereafter  make  any  loan  or  grant  any  gratuity  to  any  bank  examiner.  Any 
bank  officer,  director,  or  employee  violating  this  provision  shall  be  deemed 
gnilty  of  a  misdemeanor  and  ^11  be  imprisoned  not  exceeding  one  year  or 
fined  not  more  than  $5,000,  or  both;  and  may  be  fined  a  further  sum  equal  to 
the  money  so  loaned  or  gratuity  given.  Any  examiner  accepting  a  loan  or 
gratuity  from  any  bank  examined  by  him  or  from  an  officer,  director,  or  em- 
ployee thereof  shall  be  deemed  guilty  of  a  misdemeanor  and  shall  be  imprisoned 
not  exceeding  one  year  or  fined  not  more  than  $5,000,  or  both;  and  may  be 
fined  a  further  sum  equal  to  the  money  so  loaned  or  gratuity  given ;  and  shall 
forever  thereafter  be  disqualified  from  holding  office  as  a  national-bank  ex- 
aminer. No  national-bank  examiner  shall  perform  any  other  service  for  com- 
pensation while  holding  such  office  for  any  bank  or  officer,  director,  or  employee 
thereof. 

Other  than  the  usual  salary  or  director's  fee  paid  to  any  officer,  director,  or 
employee  of  a  member  bank  and  other  than  a  reasonable  fee  paid  by  said  bank 
to  such  officer,  director,  or  employee  fpr  services  rendered  to  such  banlc,  no 
officer,  director,  employee,  or  attorney  of  a  member  bank  shall  be  a  beneficiary 
of  or  receive,  directly  or  indirectly,  any  f^  conunlssion,  gift,  or  other  consid- 
eration for  or  in  connection  with  any  transaction  or  business  of  the  bank.  No 
examiner,  public  or  private,  shall  disclose  the  names  of  borrowers  or  the 
collateral  for  loans  of  a  member  bank  to  other  than  the  proper  officers  of  such 
bank  without  first  having  obtained  the  express  permission  in  writing  from  the 
Ck>mptroller  of  the  Currency,  or  from  the  board  of  directors  of  such  bank,  except 
when  ordered  to  do  so  by  a  court  of  competent  Jurisdiction,  or  by  direction 
of  the  Congress  of  the  United  States,  or  of  either  House  thereof,  or  any  com- 
mittee of  Congress  or  of  either  House  duly  authorized.  Any  person  violating 
any  provision  of  this  section  shall  be  punished  by  a  fine  of  not  exceeding  $5,000 
or  by  imprisonment  not  exceeding  one  year,  or  both. 

Except  as  provided  in  existing  laws,  this  provision  shall  not  take  effect 
until  sixty  days  after  the  passage  of  this  act 

Sec.  23.  The  stockholders  of  every  national  banking  association  shall  be  held 
individually  responsible  for  all  contracts,  debts,  and  engagements  of  such  asso- 
ciation, each  to  the  amount  of  his  stock  therein,  at  the  par  value  thereof  in 
addition  to  the  amount  invested  in  such  stoclc  The  stockholders  in  any  na- 
tional banking  association  who  shall  have  transferred  their  shares  or  registered 
the  transfer  thereof  within  sixty  days  next  before  the  date  of  the  failure  of 
such  association  to  meet  its  obligations,  or  with  knowledge  of  such  impending 
failure,  shall  be  liable  to  the  same  extent  as  if  they  had  made  no  such  transfer, 
to  the  extent  that  the  subsequent  transferee  f^lls  to  meet  such  liability;  but 
this  provision  shall  not  be  construed  to  affect  in  any  way  any  recourse  which 
such  shareholders  might  otherwise  have  against  those  in  whose  names  such 
shares  are  registered  atjhe  time  of  such  failure. 

LOANS  ON  FARM  UOTDS. 

Sec.  24.  Any  national  banking  association  not  situated  in  a  central  reserve 
dty  may  make  loans  secured  by  improved  and  unencumbered  farm  land,  situ- 
ated within  its  Federal  reserve  district,  but  no  such  loan  shall  be  made  for  a 
longer  time  than  five  years,  nor  for  an  amount  exceeding  fifty  per  centum  of 
the  actual  value  of  the  property  offered  as  security.  Any  such  bank  may  make 
such  loans  in  an  aggregate  sum  equal  to  twenty-five  per  centum  of  its  capital 
and  surplus  or  to  one-third  of  its  time  deposits  and  such  banks  may  continue 
hereafter  as  heretofore  to  receive  time  deposits  and  to  pay  interest  on  the  same. 

The  Federal  Reserve  Board  shall  have  power  from  time  to  time  to  add  to  the 
list  of  cities  in  which  national  banks  shall  not  be  permitted  to  make  loans 
secured  upon  real  estate  in  the  noanner  described  in  this  section. 

lOBDON  BRANCHES. 

Seo.  25.  Any  national  banking  association  possessing  a  capital  and  surplus 
of  $1,000,000  or  more  may  file  applit-Htion  with  the  Federal  Reserve  Board, 
upon  such  conditions  and  under  such  regulations  as  may  be  prescribed  by  the 
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said  board,  for  the  purpose  of  securing  authority  to  establish  branches  In 
foreign  countries  or  dependencies  of  the  United  States  for  the  furtherance  of 
Qie  foreign  commerce  of  the  United  States,  and  to  act,  if  required  to  do  so, 
as  fiscal  agents  of  the  United  States.  Such  application  shall  specify,  in  addition 
to  the  name  and  capital  of  the  banking  association  filing  It,  the  place  or  places 
where  the  banking  operations  proposed  are  to  be  carried  on,  and  the  amount 
of  capital  set  aside  b>r  the  conduct  of  its  foreign  business.  The  Federal  Be- 
serre  Board  shall  have  power  to  approve  or  to  reject  such  application  If,  in 
its  judgment,  the  amount  of  capital  proposed  to  be  set  aside  for  the  conduct  of 
foreign  business  is  Inadequate,  or  if  for  other  reasons  the  granting  of  such 
Application  is  deemed  inexpedient. 

Every  national  banking  association  which  shall  receive  authority  to  establish 
foreign  branches  shall  be  required  at  all  times  to  furnish  information  concern- 
ing the  condition  of  such  branches  to  the  (Comptroller  of  the  Currency  upon 
demand,  and  the  Federal  Reserve  Board  may  order  special  examinations  of  the 
said  fbrelgn  branches  at  such  time  or  times  as  it  may  deem  best.  Every  such 
national  banking  association  shall  conduct  the  accounts  of  each  foreign  branch 
independently  of  the  accounts  of  other  foreign  branches  established  by  it  and 
of  its  home  office,  and  shall  at  the  end  of  each  fiscal  period  transfer  to  its  gen- 
eral ledger  the  profit  or  loss  accruing  at  each  branch  as  a  separate  item. 

Sec.  26.  All  provisions  of  law  Inconsistent  with  or  superseded  by  any  of  the 
provisions  of  this  act  are  to  that  extent  and  to  that  extent  only  hereby  repealed : 
Provided,  Nothing  in  this  act  contained  shall  be  construed  to  repeal  the  parity 
provision  or  provisions  contained  in  an  act  approved  March  fourteenth,  nineteen 
hundred,  entitled  "An  act  to  define  and  fix  the  standard  of  value,  to  maintain 
the  parity  of  all  forms  of  money  Issued  or  coined  by  the  United  States,  to  refund 
the  public  debt,  and  for  other  purposes,"  and  the  Secretary  of  the  Treasury  may 
for  the  purpose  of  maintaining  such  parity  and  to  strengthen  the  gold  reserve 
borrow  gold  on  the  security  of  United  States  bonds  authorized  by  section  two 
of  the  act  last  referred  to  or  for  one-year  gold  notes  bearing  interest  at  a  rate 
of  Dot  to  exceed  three  per  centum  per  annum,  or  sell  the  same  if  necessary  to 
obtain  gold.  When  the  funds  of  the  Treasury  on  hand  justify,  he  may  purchase 
uid  retire  such  outstanding  bonds  and  notes. 

Sec.  27.  The  provisions  of  the  act  of  May  thirtieth,  nineteen  hundred  and 
^ght,  authorizing  national  currency  associations,  the  issue  of  additional 
national-bank  circulation,  and  creating  a  National  Monetary  Ck)mmis8lon,  which 
spires  by  limitation  under  the  terms  of  such  act  on  the  thirtieth  day  of  June, 
nineteen  hnndred  and  fourteen,  are  hereby  extended  to  June  thirtieth,  nineteen 
hoDdred  and  fifteen,  and  sections  fifty-one  hundred  and  fifty-three,  fifty-one 
hundred  and  seventy-two,  fifty-one  hundred  and  ninety-one,  and  fifty-two  hun- 
dred and  fourteen  of  the  Revised  Statutes  of  the  United  States,  which  were 
intended  by  the  act  of  May  thirtieth,  nineteen  hundred  and  eight,  are  hereby 
i^eenacted  to  read  as  such  sections  read  prior  to  May  thirtieth,  nineteen  hundred 
and  eight,  subject  to  such  amendments  or  modifications  as  are  prescribed  In  this 
act:  Provided,  however.  That  section  nine  of  the  act  first  referred  to  in  this 
section  is  hereby  amended  so  as  to  change  the  tax  rates  fixed  in  said  act  by 
^ting  the  portion  applicable  thereto  read  as  follows : 

National  banking  associations  having  circulating  notes  secured  otherwise  than 
by  bonds  of  the  United  States,  shall  pay  for  the  first  three  months  a  tax  at  the 
^te  of  tihree  per  centum  per  annum  upon  the  average  amount  of  such  of  their 
notes  in  circulation  as  are  based  upon  the  deposit  of  such  securities,  and  after- 
^rds  an  additional  tax  rate  of  one-half  of  one  per  centum  per  annum  for 
^ch  month  until  a  tax  of  six  per  centum  per  annum  is  reached,  and  thereafter 
SQch  tax  of  six  per  centum  per  annum  upon  the  average  amount  of  such  notes. 

Seo.  28.  Section  fifty-one  hundred  and  forty-three  of  the  Revised  Statutes  is 
bereby  amended  and  reenacted  to  read  as  follows:  Any  association  formed 
wder  this  title  may,  by  the  vote  of  shareholders  owning  two-thirds  of  Its  capital 
s^ock,  reduce  its  capital  to  any  sum  not  below  the  amount  required  by  this  title 
to  authorize  the  formation  of  associations;  but  no  such  reduction  shall  be 
allowable  which  will  reduce  the  capital  of  the  association  below  the  amount 
i^nired  for  its  outstanding  circulation,  nor  shall  any  reduction  be  made  until 
^e  amount  of  the  proposed  reduction  has  been  reported  to  the  Comptroller 
of  the  Currency  and  such  reduction  has  been  approved  by  the  said  Comptroller 
of  the  Currency  and  by  the  E^ederal  Reserve  Board,  or  by  the  organization 
<^nunlttee  pending  the  organization  of  the  Federal  Reserve  Board. 
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Seo.  29.  If  any  clause,  sentence,  paragraph,  or  part  of  this  Act  shall  for 
any  reason  be  adjudged  by  any  court  of  competent  jurisdiction  to  be  invalid, 
such  judgment  shall  not  affect,  impair,  or  invalidate  the  remainder  of  this  act, 
but  shall  be  confined  in  its  operation  to  the  clause,  sentence,  paragraph,  or 
part  thereof  directly  involved  in  the  controversy  in  which  such  judgment  shall 
have  been  rendered. 

Sec.  30.  The  right  to  amend,  alter,  or  repeal  this  act  is  hereby  expressly 
reserved. 

Approved.  December  23, 1913. 


EXHIBIT  B. 
I. 

[Public— No.  163— 63d  Congress.] 

[S.  6192.1 

AN  ACT  To  amend  section  twenty-seven  of  an  act  approved  December  twenty-third,  nine- 
teen hundred  and  thirteen,  and  known  as  the  Federal  reserve  act. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled,  That  section  twenty-seven  of  the  act  ap- 
proved December  twenty-third,  nineteen  hundred  and  thirteen,  known  as  the 
Federal  reserve  act,  is  hereby  amended  and  reenacted  to  read  as  follows : 

"  Sec.  27.  The  provisions  of  the  act  of  May  thirtieth,  nineteen  hundred  and 
eight,  authorizing  national  currency  associations,  the  issue  of  additional  na- 
tional-bank circulation,  and  creating  a  National  Monetary  Ck>mmission,  which 
expires  by  limitation  under  the  terms  of  such  act  on  the  thirtieth  day  of  June, 
nineteen  hundred  and  fourteen,  are  hereby  extended  to  June  thirtieth,  nine- 
teen hundred  and  fifteen,  and  sections  fifty-one  hundred  and  fifty-three,  fifty-one 
hundred  and  seventy-two,  fifty-one  hundred  and  ninety-one,  and  fifty-two  hundred 
and  fourteen  of  the  Revised  Statutes  of  the  United  States^  which  were  amended 
by  the  act  of  May  thirtieth,  nineteen  hundred  and  eight,  are  hereby  reenacted 
to  read  as  such  sections  read  prior  to  May  thirtieth,  nineteen  hundred  and  eight, 
subject  to  such  amendments  or  modifications  as  are  prescribed  in  this  act: 
Provided,  ?u)wever,  That  section  nine  of  the  act  first  referred  to  in  this  section 
is  hereby  amended  so  as  to  change  the  tax  rates  fixed  in  said  act  by  making 
the  portion  applicable  thereto  read  as  follows: 

"National  banking  associations  having  circulating  notes  secured  otherwise 
than  by  bonds  of  the  United  States,  shall  pay  for  the  first  three  months  a  tax 
at  the  rate  of  three  per  centum  per  annum  upon  the  average  amount  of  such  of 
their  notes  in  circulation  as  are  based  upon  the  deposit  of  such  securities,  and 
afterwards  an  additional  tax  rate  of  one-half  of  one  per  centum  per  annum 
for  each  month  until  a  tax  of  six  per  centum  per  annum  is  reached,  and  there- 
after such  tax  of  six  per  centum  per  annum  upon  the  average  amount  of  such 
notes:  Provided  further.  That  whenever  in  his  judgment  he  may  deem  It 
desirable,  the  Secretary  of  the  Treasury  shall  have  power  to  suspend  the 
limitations  imposed  by  section  one  and  section  three  of  the  act  referred  to  in 
this  section,  which  prescribe  that  such  additional  circulation  secured  otherwise 
than  by  bonds  of  the  United  States  shall  be  issued  only  to  national  banks 
having  circulating  notes  outstanding  secured  by  the  deposit  of  bonds  of  the 
United  States  to  an  amount  not  less  than  forty  per  centum  of  the  capital 
stock  of  such  banks,  and  to  suspend  also  the  conditions  and  limltationB  of 
section  five  of  said  act  except  that  no  bank  shall  be  permitted  to  issue  circulat- 
ing notes  In  excess  of  one  hundred  and  twenty-five  per  centum  of  its  unim- 
paired capital  and  surplus.  He  shall  require  each  bank  and  currency  associa- 
tion to  maintain  on  deposit  in  the  Treasury  of  the  United  States  a  sum  in  gold 
Buflioient  In  his  judgment  for  the  redemption  of  such  notes,  but  in  no  event 
loss  than  five  i^er  centum.  He  may  permit  national  banks,  during  the  period 
for  which  such  provisions  are  suspended,  to  Issue  additional  circulation  under 
the  terms  and  conditions  of  the  act  referred  to  as  herein  amended:  Provided 
further.  That  the  Secretary  of  the  Treasury.  !n  his  discretion,  is  further  author- 
Iseil  to  extend  the  benefits  of  this  act  to  all  qualified  State  banks  and  trust 
companies,  which  have  jolne<l  the  Feileral  reserve  system,  or  which  may  con- 
tract to  join  within  fifteen  days  after  the  passage  of  this  act" 

Approvoil,  August  4,  1914. 
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IL 

[Public— No.  171— 63d  Congress.] 

[S.  4966.] 

AN  ACT  Propoelng  an  amendment  to  section  nineteen  of  the  Federal  re«ierve  act  relating 

to  reflerres,  and  for  other  purposes. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled,  Tliat  section  nineteen,  subsections  (b)  and 
(c)  of  the  act  approved  December  twenty-third,  nineteen  hundred  and  thirteen, 
known  as  tJie  Federal  reserre  act,  be  amended  and  reenacted  so  as  to  read  as 
follows : 

"(b)  A  bank  in  a  reserve  city,  as  now  or  hereafter  defined,  shall  hold  and 
maintain  reserves  equal  to  fifteen  per  centum  of  the  aggregate  amount  of  its 
demand  deposits  and  five  per  centum  of  its  time  deposits,  as  follows : 

**  In  its  vaults  for  a  period  of  thirty-six  months  after  said  date,  six-fifteenths 
thocof,  and  permanently  thereafter  five  fifteenths. 

''In  the  Federal  reserve  bank  of  its  district  for  a  period  of  twelve  months 
after  the  date  aforesaid,  at  least  three-fifteenths,  and  for  each  succeeding  six 
months  an  additional  one-fifteenth,  until  six-fifteenths  have  been  so  deposited, 
which  shall  be  the  amount  permanently  required. 

**  For  a  period  of  thirty-six  months  after  said  date  the  balance  of  the  reserves 
may  be  held  in  its  own  vaults,  or  in  the  Federal  reserve  bank,  or  in  national 
banks  in  central  reserve  cities,  as  now  defined  by  law. 

"After  said  thirty-six  months'  period  all  of  said  reserves,  except  those 
hereinbefore  required  to  be  held  permanently  in  the  vaults  of  the  member  bank 
and  in  the  Federal  reserve  bank,  shall  be  held  in  its  vaults  or  in  the  Federal 
reserve  bank  or  in  both,  at  the  option  of  the  member  bank. 

"(c)  A  bank  in  a  central  reserve  city,  as  now  or  hereafter  defined,  shall  hold 
and  maintain  a  reserve  equal  to  eighteen  per  centum  of  the  aggregate  amount 
of  Its  demand  deposits  and  five  per  centum  of  its  time  deposits,  as  follows : 

"In  its  vaults,  six-eighteenths  thereof. 

**  In  the  Federal  reserve  bank,  seven-eighteenths. 

"The  balance  of  said  reserves  shall  be  held  in  its  own  vaults  or  in  the 
Federal  reserve  bank,  at  its  option. 

"  Any  Federal  reserve  banlc  may  receive  from  the  member  banks  as  reserves 
hot  exceeding  one-half  of  each  installment,  eligible  paper  as  described  in  sec- 
tion thirteen  properly  indorsed  and  acceptable  to  the  said  reserve  bank. 

**It  a  state  bank  or  trust  company  is  required  or  permitted  by  the  law  of  its 
^tate  to  keep  its  reserves  either  in  its  own  vaults  or  with  another  State  bank 
or  trust  company  or  with  a  national  bank,  such  reserve  deposits  so  kept  in 
>och  State  bank,  trust  company,  or  national  bank  shall  be  construed  within 
the  meaning  of  this  section  as  if  they  were  reserve  deposits  in  a  national  bank 
In  a  reserve  or  central  reserve  city  for  a  period  of  three  years  after  the  Secre- 
tary of  the  Treasury  shall  have  officially  announced  the  establishment  of  a 
Federal  reserve  bank  in  the  district  in  which  such  State  bank  or  trust  com- 
pany is  situate.  Bxcept  as  thus  provided,  no  member  bank  shall  keep  oi^ 
deposit  with  any  nonmember  bank  a  sum  in  excess  of  ten  per  centum  of  its 
own  paid-up  capital  and  surplus.  No  member  bank  shall  act  as  the  medium 
or  agent  of  a  nonmember  bank  in  applying  for  or  receiving  discounts  from  a 
F^toai  reserve  bank  under  the  provision^  of  this  act  except  by  permission  of 
tb^  Federal  Reserve  Board. 

"The  reserve  carried  by  a  member  bank  with  a  Federal  reserve  bank  may, 
Qhder  the  regulations  and  subject  to  such  penalties  as  may  be  prescribed 
by  the  Federal  Reserve  Board,  be  checked  against  and  withdrawn  by  such 
Diember  bank  for  the  purposes  of  meeting  existing  liabilities:  Provided,  hoto- 
ever.  That  no  bank  shall  at  any  time  make  new  loans  or  shall  pay  any  divi- 
dends unless  and  until  the  total  reserve  required  by  law  is  fully  restored. 

"  In  estimating  the  reserves  required  by  this  act,  the  net  balance  of  amounts 
dne  to  and  from  other  banks  shaK  be  taken  as  the  basis  for  ascertaining 
the  bank  deposits  against  which  reerves  shall  be  determined.  Balances  in 
reserve  banks  due  to  member  banks  shall,  to  the  extent  herein  provided,  be 
counted  as  reserves. 
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"  National  banks  located  In  Aladca  or  outside  the  continental  United  States 
may  remain  nonmember  banks,  and  shall  in  that  event  maintain  reserves  and 
comply  with  all  the  conditions  now  provided  by  law  regulating  them;  or  said 
banks,  except  in  the  Philippine  Islands,  may,  with  the  consent  of  the  Reserve 
Board,  become  member  banks  of  any  one  of  the  reserve  districts,  and  shall, 
in  that  event,  take  stock,  maintain  reserves,  and  be  subject  to  all  the  other  pro- 
visions of  this  act" 

Approved,  August  15, 1914. 

EXHIBIT  C. 
OsQAinaEATioN  OF  THE  Fedebal  Resebve  Boabd. 

I. 

PERSONNEL. 

Following  is  the  text  of  a  report  rendered  by  the  secretary  of  the  Federal 
Reserve  Board  with  reference  to  the  organization  of  the  permanent  staff: 

Washington,  D.  C,  November  IS,  19U» 
"  To  the  Federal  Reserve  Board  : 

"  The  secretary  of  the  Federal  Reserve  Board  submits  to  the  Federal  Reserve 
Board  a  report  of  his  action  taken  under  the  direction  of  the  board  and  in 
accordance  with  the  report  of  the  committee  on  staff  and  on  organization 
approved  by  the  board. 

**  The  reserve  bank  organization  committee  had  in  its  employment  Just  prior 
to  November  2,  when  the  work  was  taken  over  by  the  Federal  Reserve  Board, 
72  iDdividuals. 

"  Under  the  scheme  of  a  skeleton  organization  to  be  developed  in  accordance 
with  the  growth  of  business,  the  Federal  Reserve  Board  assembled  from  the 
above-named  force  and  began  its  work  on  November  2  with  a  force  of  40  Indi- 
viduals. There  has  been  added  through  temporary  employment  1  assistant 
counsel,  1  female  stenographer,  2  typists,  and  1  clerk  skilled  in  typewriting:, 
thus  Increasing  the  force  to  45  people,  divided  as  follows : 

**  Private  secretaries. — ^Mr.  Adelson  to  Mr.  Harding,  Mr.  Chapman  to  Mr. 
Warburg,  Mr.  De  La  Mater  to  Mr.  Delano,  Mr.  Foulk  to  Mr.  Hamlin,  Mr. 
Gidney  to  Mr.  Miller,  Mr.  Stauffer  to  Mr.  Williams. 

**  Stenographers  to  mernbers. — ^Mr.  Eddy  to  Mr.  Harding,  Mr.  Titus  to  Mr. 
Hamlin,  Mr.  Ball  to  Mr.  Delano,  Miss  Waters  to  Mr.  Warburg,  Miss  Peiffer  to 
Mr.  Wllliama 

CounseVs  office, — Mr.  Harrison,  assistant  counsel;  Mr.  Bradley,  secretary  to 
Counsel  Elliott. 

Secretary's  office, — Mr.  Stuart,  secretary  to  Secretary  Willis,  Mr.  Burkiin, 
stenofirranher 

"  Stenographers,— W^,  Woodford,  Mrs.  Croghan,  Mrs.  Starr,  Mrs.  Richardson, 
Mrs.  Marvin,  Miss  Doocy,  Miss  Mickley,  Mr.  Moran. 

"  Clerks,— Uv,  Kitzmlller  (file  clerk),  Mr.  Jemison  (file  clerk),  Mr.  ^^"^^^ 
(bookkeeper,  temporary).  Miss  Townsend  (skilled  in  typewriting),  Mr.  snea 
(mail  messenger). 

"  rypi«t«.— Miss  Mllliken,  Mrs.  Clark. 

"Mrs.  Rice,  multigraph  operator. 

"  Miss  Meyers,  mimeograph  operator  and  typist.  * 

"Miss  Obemdorfer,  telephone  operator. 

"  Messengers,--^,  De  Haven,  W.  Evans,  W.  Fletcher,  I  Fantroy,  F.  KiUinR^' 
worth,  H.  Nicholson,  T.  Robinson,  C.  Johnson. 

"  Charwomen, — F.  Thomas,  M.  Romero,  A.  Fisher. 

"  Total  of  45  employees  on  roll. 

TOTAL  PAY  ROLL.  .i.r!p« 

6  private  secretaries,  at  $2,600  per  year '^5,000 

4  stenographers  to  Members,  at  $1,200  per  year 4, 800 

1  stenographer  to  Mr.  Hamlin,  at  $1,400 1,400 

1  assistant  to  counsel,  at  $2,400  per  year 2,400 

1  secretary  to  counsel,  at  $1,500  per  year 1. 600 
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Aggregate  salartes  on 
an  annual  basis. 

2  steDOgrapliers,  Secretary's  Office,  $1,400  and  $1,200 $2, 600 

2  file  derks,  at  $1,800  imd  $1,080 2, 880 

1  bookkeeper,  at  $1,000  (temporary) ! 1, 600 

1  chief  gtenogrrapher,  at  $1,800 1, 800 

7  stenographers,  at  $1,000 7. 000 

2  typists,  at  $1.000 2, 000 

1  machine  operator,  at  $900 900 

1  machine  operator  and  typist,  at  $1,000 1,000 

1  telephone  operator 600 

1  clerk  skilled  in  typewriting,  at  $800 800 

1  stenographer,  at  $900 900 

8  messengers  at  $600 4, 800 

1  mall  messenger,  at  $600 600 

3  charwomen,  at  $240 720 

$53, 300 

Boanl: 

5  members,  at  $12,000  per  year 60,000 

1  member,  at  $7,000  per  year 7, 000 

Counsel 7, 500 

Secretary 6, 000 

Assistant  Secretary 4, 500 

85,000 

Total 138,300 

Joseph  A.  Broderick,  chief  of  Division  of  Audit  and  Examination,  with 

duties  in  the  field 6, 000 

H.  Y.  Brooke,  special  examiner 3, 600 

Grand  total 147,900 

*'The  reduction  in  the  number  of  those  employed  when  the  Federal  Reserve 
Board  took  over  the  work  of  the  organization  committee  left  about  SO  persons 
to  be  placed  upon  a  list  of  those  eligible  for  temporary  reemployment  pending 
the  establishment  of  an  eligible  list  tiirough  the  application  of  an  approved  test 
of  fitnesa  Two  of  these  were  dropped  from  the  list  Two  have  been  reem- 
ployed in  the  Division  of  Insolvent  Banks  of  the  Treasury  Department,  as 
follows:  Miss  Barnard  and  Miss  Ck>llison. 

"Seven  have  been  temporarily  reemployed  by  the  Comptroller  of  the  Cur- 
rency In  the  Division  of  Issue,  Federal  reserve  notes,  as  follows :  Mrs.  Harris, 
Miss  Haskins,  Mrs.  Lewis,  Miss  WofTord,  Miss  Monney,  Mr.  De  Motte,  and  Mra 
Wedderbum. 

''Those  reemployed  by  the  Federal  Reserve  Board  have  been  taken  in  order 
of  their  standing  on  the  rolls  of  the  organization  committee.  Their  names 
are  Mrs.  Clark,  Miss  Milllken,  typists,  and  Miss  Townsend,  clerk,  with  knowl- 
edge of  stenography  and  typevnriting. 

"One  clerk,  Mr.  Underwood,  declined  employment  at  the  rate  of  $67.66  per 
month,  proposed  as  a  beginning  salary. 

**This  leaves  available  for  reemployment  the  following,  who  are  listed  male 
and  female,  in  order  of  rating : 

'* Female:  Mr&  Walker,  Miss  Cocoran,  Mrs.  Taylor,  Mra  Overby,  Miss 
Smith,  Mr&  Ferguson,  Mrs.  Blackstone,  Mrs.  Blanchard,  Mrs.  Thompson,  Mrs. 
Golmesneil,  Mrs.  Campbell.  Male:  Mr.  Hoover,  Mr.  Thompson,  Mr.  Keller, 
Mr.  Christian,  Mr.  Castle." 

'*Tbe  board  by  resolution  of  October  20,  1914,  has  authorized  t^e  Comp- 
troller of  the  Currency  to  establish  a  '  reimbursable  roll '  for  the  purpose  of 
caring  for  Federal  reserve  notes  and  left  it  to  the  comptroller's  discretion  to 
select  his  personncd  for  this  stafT.  The  personnel  of  the  bureau  in  question  being 
left  to  the  discretion  of  the  Comptroller  of  the  Currency,  is  consequently 
OQtslde  of  the  jurisdiction  of  this  office. 

"  H.  Pabkeb  Willis,  Secretary.*' 

From  this  report  It  will  be  seen  that  a  staff  of  40  persons  was  taken  over 
from  the  organization  committee's  staff,  which  had  numbered  72. 

The  board  in  view  of  the  very  large  number  of  applicants  for  positions  (some 
1«290)»  feit  that  some  equitable  method  must  be  found  of  selecting  those  worthy 
°t  eonslderation,  many  of  whom  lived  far  away  from  Washington.  As  a  result 
of  coiMMMible  study  of  the  question,  the  board  voted,  under  date  of  October  5, 
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to  invite  the  Civil  Service  Commission  to  make  suggestions  and  recommenda> 
tions  as  to  the  Icind  of  examinations  which  might  properly  be  instituted  tor  the 
purpose  of  selecting  the  personnel.  The  recommendations  of  the  Civil  Service 
Commission  were  accepted  with  some  modifications,  and  the  board  determined 
to  avail  itself  of  the  Civil  Service  Commission's  machinery  for  carrying  on  its 
examinations,  it  being  understood  that  this  was  done  without  being  In  any 
way  bound  by  civil  service  rules  or  restrictions,  as  these  had  been  specifically 
exempted  under  section  10,  paragraph  1^  of  the  Federal  reserve  act  Under  this 
arrangement  examinations  for  fitness  were  announced  for  December  9  in  ap- 
proximately 400  cities  to  such  applicants  as  desired  to  avail  themselves,  it  being 
explained  to  them  by  notice  that  the  number  of  possible  vacancies  was  few, 
while  the  number  of  applicants  was  many.  The  actual  number  of  those  pre- 
senting themselves  for  examination  was  461,  and  as  a  result  of  this  examination 
a  total  eligible  list  of  about  237  names  has  been  obtained  and  classified  as 
follows:  Messengers,  bookkeei)ers,  stenographers  and  typewriters,  clerks. 

The  Federal  Reserve  Board  had  on  December  81,  1014,  the  following  staff  of 
employees.  This  list  includes  all  those  upon  its  rolls  except  the  members  of 
the  board. 

Permanent : 

H.  Parker  Willis,  secretary,  New  York $6,000 

Sherman  P.  Allen,  assistant  secretary,  Vermont 4, 500 

Milton  C.  Elliott,  counsel,  Virginia 7, 500 

Joseph  A.  Broderick,  chief  of  division  of  audit  and  examination. 

New  York 6, 000 

Morris  Jacobson,  chief  of  division  of  statistics.  New  York 3, 600 

William  M.  Imlay,  disbursing  officer,  Maryland 2,000 

Hadley  Y.  Brooke,  examiner  in  the  field,  Alabama 8, 600 

Private  secretaries  to  members — 

Louis  C.  Adelson,  Alabama 2,500 

W.  T.  Chapman,  New  York 2, 500 

John  De  La  Mater,  Illinois 2. 500 

Oliver  E.  Foulk,  Miasouri 2,500 

Ray  M.  Gidney,  California 2.500 

George  B.  StauflTer,  Pennsylvania 2,500 

Stenographers  to  members — 

Randolph  P.  Titus,  New  York 1,400 

Charles  H.  Ball,  North  Carolina 1,200 

Walter  L.  Eddy,  Rhode  Island '_ -• 1,200 

Alvan  L.  Fowler,  jr.,  Maryland 1,200 

Louise  B.  Peiffer,  Ohio 1,200 

Lucy  G.  Waters,  District  of  Columbia 1,200 

Stenographers  in  secretary's  office — 

Nelson  Stuart,  New  York 1,400 

Temporary : 

Reybum  R.  Burklin,  Texas ^ 1,200 

Donald  W.  Cook,  District  of  Columbia 000 


/ 


counsel's  OFITOE. 

Permanent : 

George  L.  Harrison,  assistant  counsel,  Massachusetta 2,400 

C.  S.  Bradley,  stenographer,  Maryland 1,600 

Stenographers — 

Beatrice  C.  Woodford,  in  charge.  New  York 1, 800 

Ollie  M.  Croghan,  New  York 1,000 

Mary  W.  Marvin,  Colorado 1,000 

Helen  J.  P.  Starr,  Ohio 1,000 

Mabel  Mlckley.  Pennsylvania 1^000 

L.  C.  Richardson,  Maryland 1,000 

Helena  T.  Doocy,  District  of  Columbia 1,000 

P.  C.  Moran.  District  of  Columbia 900 

File  clerks — 

H.  W.  Kitzmlller,  Ohio 1,800 

W.  W.  JemiBon,  Delaware 1,200 

Clerks— 

Nellie  G.  Myers.  Ohio 1,000 

Margaret  A.  Rice,  District  of  Columbia 900 

John  V.  Shea.  Couneotlcnt - 720 

Pauline  Obemdoerfer,  District  of  Columbia '--  000 
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Permanent — Oontlnned. 


Frank  H.  KUlingswortli,  captain,  South  Carolina $660 

Thomas  L.  Bpbinson,  Yirgrinia 600 

Harvey  S.  Nicholson,  New  Jersey 600 

Carlisle  Johnson,  District  of  Columbia 600 

Wilson  Fletcher,  District  of  Columbia 600 

Irring  Fantroy,  District  of  Columbia 600 

William  Erans,  Jr.,  District  of  Columbia 600 

John  De  Haven,  Kentucky 600 

Temporary : 

Stenographers — 

Louis  D.  Wine,  District  of  Columbia 1, 000 

Nannie  T.  Steger,  Virginia 1,000 

M.  Grace  Townsend,  Illinois 800 

Clerks — 

Inez  M.  Clark,  California 1,000 

Nannette  MiUiken,  District  of  Columbia 1,000 

Frank  V.  Grayson,  District  of  Columbia 600 

James  Hoover,  Maryland 600 

3  charwomen,  at  $240  each 720 

Total 80,500 

The  total  number  of  employees  of  the  Federal  Reserve  Board  on  December 
31, 1914,  according  to  States  was  as  follows : 

Permanent :  District  of  Columbia,  9 ;  New  York,  8 ;  Ohio,  4 ;  Maryland,  4 ;  Call- 
fbmta,  2 ;  Virginia,  2 ;  Alabama,  2 ;  Pennsylvania,  2 ;  Connecticut,  1 ;  Vermont, 
1;  North  Carolina,  1;  Rhode  Island,  1;  Illinois,  1;  Missouri,  1;  Massachusetts, 
1;  Delaware,  1;  Colorado,  1;  South  Carolina,  1;  Kentucky,  1;  New  Jersey,  1. 
Total,  45. 

Temporary:  District  of  Columbia,  5;  Texas,  1;  Illinois,  1;  Virginia,  1. 
Total,  & 

Grand  total,  63.    Three  charwomen  not  included. 

The  following  letter,  which  shows  the  skeleton  organization  of  the  Federal 
Reserve  Board,  on  taking  over  the  work  of  the  Reserve  Bank  Organization 
Committee,  was  sent  to  each  member  of  the  organization  committee  force  not 
retained  by  the  board. 

"  In  taking  over  on  Monday,  November  2, 1914,  the  work  which  has  been  done 
by  the  employees  of  the  Reserve  Bank  Organization  Committee  the  Federal 
Reserve  Board  has  determined  to  assemble  only  a  small  clerical  force  distrib- 
uted as  fbUows: 

**  Offices  of  members  of  board :  Private  secretaries,  6 ;  stenographic  clerks,  5 ; 
messeogers,  5;  total,  16.  Secretary's  office:  Secretary,  1;  assistant  secretary, 
1;  stenographic  clerks,  8;  messenger,  1;  total,  6.  Correspondence  Division: 
Chief  stenographer,  1;  stenographers,  8;  file  clerks,  2;  machine  operators,  2; 
derk  to  disbursing  officer,  1 ;  messengers,  2 ;  telephone  operator,  1 ;  bookkeeper, 
1;  total,  18.  Counsel's  office:  Counsel,  1;  stenographer,  1;  messenger,  1; 
total,  a 

**  It  is  contemplated  that  a  division  of  reports  and  statistics  will  be  created 
In  the  near  future  with  a  force  at  the  beginning  consisting  of  a  chief  of  division, 
a  stenographer,  and  a  messenger ;  and  in  like  manner  a  division  of  examination 
and  audit  with  a  force  at  the  beginning  consisting  of  a  chief  of  division,  a 
stenographer,  and  a  messenger. 

^  The  board  regrets  that  in  this,  preliminary  organization  there  is  no  place 
to  which  you  can  be  appointed.  Arrangements  are  being  made  to  apply  a  test 
of  efficiency  to  those  who  have  made  application  to  the  board  for  employment  as 
messengers,  (derks,  stenographers,  bookkeepers,  etc.  Pending  the  application  of 
this  test  and  the  determination  of  its  result  the  board  will  probably  find  it 
necessary  to  employ  temporary  assistance  and  it  will  be  very  glad  to  keep  in 
its  files  your  address  and  telephone  number  that  you  may  be  offered  such  tem- 
porary employment  when  necessity  for  it  arises. 
"  Respectfully, 

"H.  Parkkb  Willis,  Secretary,^ 
7f5013°— 15 i 
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The  Federal  reserve  act  has  provided  for  the  care  and  shipment  of  Federal 
reserve  notes  through  the  C6mptroller*s  ofiBice,  it  being  the  intention  of  the  act, 
as  expressed  in  section  11,  paragraph  {d),  that  the  Comptroller  should  attend  to 
this  phase  of  the  work  and  render  an  account  therefor  to  the  Federal  Reserve 
Hoard,  the  same  to  be  paid  by  it  from  its  funds  obtained  from  levy  on  the  bank& 

Acting  in  accordance  with  this  provision,  the  Comptroller  of  the  Currency 
on  October  31  presented-to  the  Board  a  plan  for  the  establishment  of  a  reim- 
bursable roll  of  employees  whose  functions  it  would  be  to  perform  the  duty  of 
obtaining,  shipping,  and  caring  for  Federal  reserve  notes.  The  Board  received 
the  plan  and  ordered  it  placed  on  file,  authorizing  the  Comptroller  to  continue, 
as  provided  by  the  act,  to  direct  the  disposition  of  the  note&  Under  this 
authority,  the  Comptroller  of  the  Currency  created  a  bureau  or  division, 
originally  including  a  staff  of  7  persons,  but  since  increased  to  22  persons. 
Disbursements  for  the  maintenance  of  this  division  have  been  made  as  follows 
on  statements  authorized  and  approved  by  the  Comptroller:  November  16, 
$521.34;  November  30,  $845.82;  December  15,  $842.19;  December  31,  $818.52. 

This  Division  of  the  Comptroller's  office  had  up  to  December  31,  1914,  re- 
ceived, counted,  and  stored  Federal  reserve  notes  to  the  amount  of  $193,260,000, 
and  of  this  amount  it  had  delivered  to  the  12  Federal  reserve  banks  on  the  order 
of  the  Federal  Reserve  Board  notes  to  the  amount  of  $87,540,000. 

CLASSIFICATION  OF  FUNCTIONS. 

The  organization  of  the  board  was  carried  further  by  establishing,  under 
the  direction  of  the  secretary's  office,  three  divisions,  the  first  entitled  *'  Corre- 
spondence Division,"  the  second  "  Division  of  Audit  and  Elxamination,"  and  the 
third  '*  Division  of  Reports  and  Statistics.'*  Supervision  of  the  Correspondence 
Division  comes  directly  under  the  office  of  the  Secretary,  while  Mr.  Joseph  A. 
Broderlck,  of  New  York,  was  appointed  Chief  of  the  Division  of  Audit  and 
Bxamination,  and  Mr.  Morris  Jacobson,  of  Washington,  D.  C,  associate  statis- 
tician for  tiie  Interstate  Commerce  Commission,  was  placed  in  charge  of  the 
Division  of  Reports  and  Statistics  by  an  arrangement  with  the  commission 
which  permitted  him  to  enter  the  service  of  the  board  for  a  specified  period. 
Acting  upon  the  recommendations  of  Mr.  Broderick,  further  organization  and 
functions  were  provided  for  the  Division  of  Audit  and  Examination,  as  follows: 

DIVISION  OF  AUDIT  AND  EXAMINATION. 

The  functions  of  the  Division  of  Audit  and  Bxamination  as  determined  by  the 
board  were  provided  for  as  follows: 

1.    EXAMINATION  AND  AUDIT  OF  FBDSHAL  RISBBVI  BAVKS. 

(a)  Federal  reserve  banks. 

(h)  Books  and  accounts  of  Federal  reserve  agents. 

(a)  Federal  reserve  hanks. 

Section  11,  paragraph  A,  authorizes  and  empowers  the  Federal  Reserve  Board 
"  to  examine  at  its  discretion  the  accounts,  books,  and  affnirs  of  each  Federal 
reserve  bank." 

Section  21,  paragraph  5,  provides  that  the  "  Federal  Reserve  Board  shall,  at 
least  once  each  year,  order  an  examination  of  each  Federal  reserve  bank,  ana 
upon  joint  application  of  10  member  banks  the  Federal  Reserve  Board  shall  order 
a  special  examination  and  report  of  the  condition  of  any  Federal  reserve  bank. 

The  law  provides  for  an  examination  of  each  Federal  reserve  bank  at  least 
once  a  year,  but  it  is  proposed  that  examinations  shall  be  held  ordinarily  twice 
each  year,  covering  a  thorough  investigation  of  rediscounts,  collateral  ^^^^?1 
investments,  and  open-market  transactions,  particular  attention  being  paid  to 
compliance  with  the  provisions  of  the  Federal  reserve  act  and  regulations 
promulgated  by  the  Federal  Reserve  Board.  .^ 

Paper  accepted  for  rediscount  should  be  analyzed  in  order  to  determine  "■ 
eligibility  under  the  regulations  issued.  Inquiry  should  also  be  made  as  ^J^^ 
condition  of  member  banks  offering  paper  for  rediscount.  Every  examlnj"?^ 
should  cover  a  complete  audit  of  the  bank  and  a  report  made  to  the  ^^^^ 
Reserve  Board  as  to  the  condition  of  each  bank,  competency  of  managemen^ 
adequacy  of  records,  and  attention  given  by  the  directors  to  the  affairs  ^*  .^^ 
reserve  bank.  Attention  should  be  called  to  any  unsafe  or  unsound  condluODi 
or  any  vicious  tendency  that  might  appear  in  any  department  of  the  bank. 
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(&)  Federal  reserve  agent. 

Section  11,  paragraph  I :  The  Federal  Reserve  Board  shall  be  authorized  **  to 
reqaire  bonds  of  Federal  reserve  agents,  to  make  regulations  for  the  safeguard- 
log  of  all  collateral,  bonds,  Federal  reserve  notes,  money,  or  property  of  any 
kiad  deposited  in  the  hands  of  such  agents,  *  «  •  and  make  all  rules  and 
regulations  necessary  to  enable  said  board  effectively  to  perform  the  same.'* 

The  records  and  accounts  of  the  Federal  reserve  agent  in  each  Federal  re- 
serve district  shall  be  examined  at  least  quarterly,  and  a  complete  report  made 
to  the  Federal  Reserve  Board.  The  examination  shall  cover  a  veriflctlon  of 
tbe  money,  Federal  reserve  notes,  and  collateral  in  the  hands  of  the  Federal 
reserve  agent 

Z.  OPKCIAL   BXAHINATIONS    OF   HBMBEB   BANKS   OB   BANKS    APPLTINO  FOB    HBMBBBSHIP. 

(A)  Memher  hanks. 

Section  11,  paragraph  A :  The  Federal  Reserve  Board  shall  be  authorized  *'  to 
examine  at  its  discretion  the  accounts,  books,  and  affairs  of  each  Federal  re- 
serve bank  and  of  each  member  hank" 

It  is  expected  that  the  exercise  of  this  function  will  be  confined  to  special 
examinations  or  investigations  to  be  made  only  when  deemed  necessary  by  the 
Federal  Reserve  Board,  or  with  the  approval  of  the  board  upon  a  request  by 
any  Federal  reserve  bank.  The  primary  purpose  of  such  examination  should 
be  to  ascertain  the  condition  of  a  member  bank  or  of  the  lines  of  credit  which 
are  being  extended  by  it. 

The  Federal  reserve  act  also  grants  authority  to  the  Comptroller  of  the  Cur- 
rency and  to  the  Federal  resen^e  banks  the  right  to  examine  member  banks. 
Therefore,  in  order  to  prevent  confusion  and  secure  cooperation  and  coordination 
with  tbe  examinations  of  national  banks  by  the  examiners  on  the  staff  of  the 
Comptroller  of  the  Currency  and  in  order  to  avoid  duplication  in  examinations 
a  plan  has  been  suggested,  details  of  which  are  embodied  in  the  report  of  a 
special  committee  on  this  subject  appointed  by  tlie  comptroller,  acting  with  a 
conunittee  of  your  board,  to  suggest  a  means  of  standardizing  the  salaries  of 
national-bank  examiners  and  the  method  of  assessing  banks  for  tlie  cost  of 
snch  examinations.  A  copy  of  that  portion  of  the  report  relating  to  the  matter 
above  referred  to  is  attached  to  this  memorandum. 

{B)  State  institutions  applying  for  memhership. 

Section  9,  paragraph  2 :  "  The  organization  committee  ot  the  Federal  Reserve 
Board  shall  establish  by-laws  for  the  general  government  of  Its  conduct  in 
acting  upon  applications  made  by  the  State  bankB  and  banking  associations  and 
trust  companies  for  stock  ownership  In  Federal  reserve  banks.  Such  by-laws 
shall  require  applying. banks  *  *  *  to  submit  to  the  examination  and  regu- 
lations prescribed  by  the  organization  committee  or  by  the  Federal  Reserve 
Board." 

The  examination  .of  such  institutions  shall  be  made  when  ordered  by  the  Fed- 
eral Reserve  Board.  It  is  recommended,  however,  that  all  such  applications  shall 
be  referred  to  the  Division  of  Audit  and  Examination,  which  shall  communi- 
cate with  the  reserve  bank  of  the  district  and  with  the  State  banking  authori- 
ties. In  connection  with  this  inquiry,  the  Division  of  Audit  and  Examination 
shall  be  authorized  to  call  for  such  supplemental  Information  as  may  be  deemed 
necessary;  for  example,  the  following: 

(1)  A  copy  of  report  of  the  last  examination  by  State  authorities. 

(2)  Loans  over  a  stated  amount 

(3)  Real-estate  investments,  loans  secured  by  real-estate  collateral,  loans 
aecured  by  stock  of  real-estate  corporations,  real-estate  mortgages,  with  data 
as  to  maturities. 

(4)  The  business,  firm,  and  corporation  affiliations  of  officers  and  directors. 

(5)  A  detailed  statement  of  investments. 

(C)  Special  ewaminations — State  hanks 'and  trust-company  members. 

Section  21,  paragraph  1 :  The  Federal  Reserve  Board  "  may  authorize  exam- 
ination by  the  State  authorities  to  be  accepted  in  the  case  of  State  banks  and 
trust  companies,  and  may  at  any  time  direct  the  holding  of  a  special  examlna- 
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tion  of  State  banks  or  trust  companies  tbat  are  stockholders  in  any  Federal 
reserve  bank." 

The  Intent  of  the  law  seems  to  be  to  accept  the  examination  made  by  State 
authorities  wherever  it  can  be  done  without  discrimination.  It  should  therefore 
be  a  function  of  this  division  to  investigate  the  examining  methods  of  State 
authorities,  in  order  to  ascertain  whether  or  not  the  standard  of  ezamlnationa 
is  such  as  to  be  acceptable  to  the  Federal  Reserve  Board. 

It  will  be  necessary  to  request  State  authorities  to  furnish  the  Federal  reeerre 
banks  Information  as  to  the  condition  of  each  State  institution  that  is  a  member 
of  the  Federal  reserve  system.  Whenever  a  special  examination  is  necessary 
by  either  the  Federal  Reserve  Board  or  a  Federal  reserve  bank  it  is  usually 
desirable  that  such  examination  should  be  made  in  connection  with  an  exami- 
nation made  by  State  authorities. 

8.    SPECIAL  INVBSTIQATIONS. 

Special  investigations  will  be  held  only  when  deemed  advisable  or  ordered  by 
the  reserve  board,  either  when  warranted  by  general  business  or  other  condi- 
tions. Applications  for  the  establishment  of  domestic  or  foreign  branches  or 
of  member  banks  to  exercise  trust  company  powers  shall  be  investigated  by 
this  division. 

4.    CREDIT   BUREAUS. 

The  establishment  of  credit  bureaus  in  Federal  reserve  banks  and  of  a  cen- 
tral credit  bureau  at  Washington  is  so  closely  related  to  examinations  that  it 
is  desirable  that  the  Division  of  Audit  and  Examination  shall  be  responsible 
for  the  development  of  the  system.  The  purpose  of  the  credit  bureau  is  to  col- 
lect and  record  data  concerning  member  banlcs  and  the  standing  of  individuals, 
firms,  and  corporations  discounting  at  and  borrowing  from  these  banks  or  sell- 
ing paper  to  them.  Furthermore,  it  is  very  desirable  that  credit  bureaus  be 
established  In  each  Federal  reserve  bank,  under  the  Joint  supervision  of  tbe 
Federal  reserve  agent  and  the  governor  of  the  bank,  in  order  that  material 
may  be  there  collected,  recorded,  and  Indexed  for  the  benefit  of  the  board  of 
directors  or  executive  committee  passing  upon  the  paper  offered  for  rediscount 
and  open  for  inspection  by  examiners  of  the  Federal  Reserve  Board. 

Under  the  accounting  system  which  has  been  adopted  reports  of  various  loans 
made  are  reported  dally  to  the  Washington  office.  It  is  proposed  a  few  months 
hence  to  require  a  further  weekly  report  giving  the  aggregate  liability  of  the 
makers  or  payers  of  the  paper  rediscounted.  This  data  will  then  be  analyzed 
at  the  Washington  office  and  recommendations  made  which  will  assist  the  credit 
bureaus  of  the  different  districts.  It  will  be  necessary  to  establish  a  system 
of  cooperation  and  Interchange  of  information  between  the  district  credit 
bureaus  and  also  establish  cooperation  between  national-bank  examiners  and 
the  Federal  reserve  banks  in  each  district.  This  subject  is  more  fully  covered 
in  the  report  of  the  committee  of  examiners  to  the  comptroller  and  the  Fed- 
eral Reserve  Board,  to  which  reference  is  now  made. 

5.  REPORTS  AND  STATEMENTS. 

Various  detailed  and  periodical  reports  are  forwarded  to  the  Federal  Reserve 
Board  by  the  reserve  banks.  Information  as  to  rediscounts  and  loans  is 
received  daily  and  the  figures  recorded  on  the  records  of  the  Division  of  Re- 
ports and  Statistics.  Loan  reports  will  require  careful  analysis.  The  work  of 
the  Division  of  Reports  and  Statistics  and  that  of  the  Division  of  Audit  and 
Examination  are  so  closely  related  that  it  is  essentia]  that  close  cooperation 
shall  exist  bet^'een  the  two. 

6.    AUDIT. 

The  board  will  determine  later  whether  it  will  Include  under  the  Division  of 
Audit  and  Examination  a  department  for  audit  of  bills  for  its  own  purchase  of 
materia]  or  disbursements. 

STAFF  OF  THE  DIVISION  OF  AUDIT  AND  EXAMINATION. 

The  board  does  not  contemplate  maldng  general  examinations  until  January, 
1015.  The  number  of  men  who  will  be  required  on  this  work  will  depend  en- 
tirely upon  the  extent  of  the  special  examinations  and  investigations  demanded, 
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end  it  l8  expected  to  draw  upon  the  staff  of  the  Comptroller  of  the  Currency  for 
assistance  in  these  examinations. 

For  the  routine  work  of  examination  three  to  four  Federal  reserve  examiners 
and,  say,  two  assistant  examiners  will  be  necessary.  An  auditing  clerk  will  be 
required  to  pass  upon  the  bills  for  disbursement ;  a  report  clerk  to  analyze  the 
reports  made  by  the  Federal  reserve  banks  and  record  loan  data  on  the  credit 
bureau  records  will  be  needed.  At  least  one  stenographer  will  be  required  for 
the  use  of  the  division." 

EXAMINATION  OF  MEMBER  BANKS. 

I.  Section  11,  paragraph  — :  The  Federal  Reserve  Board  shall  be  authorized 
(a)  *'To  examine  at  its  discretion  the  accounts,  books,  and  affairs  of  each 
Federal  reserve  bank  and  of  each  member  bank." 

n.  Section  21,  paragraph  1,  provides  that  "  The  Comptroller  of  the  Currehcy> 
with  the  approval  of  the  Secretary  of  the  Treasury,  shall  appoint  examiners 
who  shall  examine  every  member  bank  at  least  twice  in  each  calendar  year  and 
oftener  if  considered  necessary.  The  Federal  Reserve  Board  may  authorize  ex- 
amination by  State  authorities  to  be  accepted  In  case  of  State  banks  and 
trust  companies." 

III.  Section  21,  paragraph  3,  provides  that  "  In  addition  to  the  examination 
made  and  conducted  by  the  Comptroller  of  the  Currency,  every  Federal  reserve 
bank  may,  with  the  approval  of  the  Federal  reserve  agent  or  the  Federal  Re- 
serve Board  provide  for  special  examination  of  member  banks  within  its  dis- 
trict •  •  *  Such  examinations  shall  be  so  conducted  as  to  inform  the 
Federal  reserve  bank  of  the  condition  of  its  member  banks  and  of  the  lines  of 
credit  which  are  being  extended  by  them." 

The  law  requires  that  two  examinations  of  every  member  bank  shall  be  made 
in  each  calendar  year  by  examiners  appointed  by  the  Comptroller  of  the  Cur- 
rency. An  exception  is  made,  however,  of  State  banks  and  trust  companies 
where  the  Federal  Reserve  Board  has  authorized  the  acceptance  of  examina- 
tions by  State  authoritiea  It  will  be  seen  further  that  the  Federal  reserve  act 
gives  to  the  Federal  Reserve  Board  the  power  to  examine  each  member  bank, 
and  also  that  each  Federal  reserve  bank  has  the  power  to  examine  its  mem- 
ber banka 

At  present  many  banks  supplement  Federal  or  State  examination  by  inde- 
pendent examinations  by  clearing-house  examiners,  public  accountants,  or 
directors.  State  institutions  are  examined  by  State  bank  examiners,  and  under 
tbe  laws  of  some  States  compulsory  examinations  by  directors  are  also  required. 

If  advantage  is  taken  of  the  right  to  examine  member  banks  by  all  of  the 
authorities  upon  whom  t^e  power  is  conferred  it  will  place  member  banks  under 
continuous  examination  at  a  tremendous  expense,  cause  duplication  and  con- 
fusion, and  defeat  the  purpose  which  the  law  is  intended  to  serve.  The  law 
contemplates  not  an  increase  in  examinations,  but  rather  an  increase  in  the 
effectiveness  of  examinations  in  both  city  and  country  districts. 

STTOOBSTIONS  AS  TO  EXAMINATIONS — MEMBER  BANKS. 

(o)  National  hank  examinations. — It  is  plainly  the  intent  of  the  law  that  all 
ftffular  examinations  of  member  banks  shall  be  made  by  national  bank  exam- 
iners. The  act  permits  the  Federal  Reserve  Board  to  accept  examinations  by 
State  authorities  as  to  State  banks  and  trust  companies  admitted  to  the  Federal 
reserve  system. 

Tbe  primary  purposes  of  all  examinations  are  to  ascertain  that  the  institu- 
tions are  solvent,  that  business  is  being  conducted  in  accordance  with  the  law, 
and  to  correct  unsafe  and  unsound  tendencies. 

(t)  Federal  reserve  hank  examinations, — ^The  primary  purpose  of  such 
examinations  is  to  "inform  the  Federal  reserve  hank  of  the  condition  of  its 
memher  hanks  and  of  the  lines  of  credit  which  are  heing  extended  hy  them.** 

In  order  to  determine  the  line  of  rediscount  which  may  be  safely  and  wisely 
extended,  the  Federal  reserve  bank  in  each  district  will  be  interested  in  obtain- 
ing detailed  information  concerning  each  member  bank,  as  to  financial  condi- 
tion, character  of  management,  competency  of  officers  and  directors,  care  exer- 
cised in  granting  and  checking  credits,  customs  in  extending  accommodation  to 
directors  and  officers,  or  to  corporations  which  they  may  own,  control,  or  be 
interested  in,  and  relations  with  large  borrowera 
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The  necessary  information  conld  be  obtained  by  the  national  bank  examiners 
in  connection  with  the  regular  examination.  If  the  plan  of  cooperation  Is 
approved,  it  is  suggested  that  the  Federal  reserve  agent  be  furnished  with — 

1.  Record  of  loans  over  a  stated  amount  as  shown  at  each  examination,  in 
order  that  the  data  may  be  recorded  on  the  credit  bureau  records  and  made 
available  for  future  reference. 

2.  Such  other  information  as  may  be  desired  by  the  Federal  reserve  bank. 

3.  Ck)pie8  of  the  reports  of  examinations  of  member  banks,  upon  request  made 
to  the  supervising  national  bank  examiner  of  the  district  These  copies  to  be 
later  returned  to  the  supervising  examiner. 

Under  the  proposed  plan  of  cooperation  between  the  Federal  reserve  banks 
and  the  national  bank  examination  system  information  will  be  obtained  by  the 
examiners  for  the  use  of  each  Federal  reserve  bank.  On  the  other  hand,  the 
records  will  be  available  to  the  examiners  for  use  at  subsequent  examinations. 
Each  bank  will  have  a  record  of  the  business,  firm,  and  corporation  affiliations 
of  directors  and  officers  of  each  member  bank,  credit  information  concerning 
member  banks  and  the  standing  of  borrowers,  and  record  of  failures  and  bank- 
ruptciea  The  loan  lists.  af(er  being  recorded  on  credit  bureau  records,  will  be 
returned  for  use  at  following  examinations. 

If  a  special  examination  by  an  examiner  appointed  by  a  Federal  reserve 
bank  is  thought  to  be  necessary  it  should  be  made,  whenever  possible,  in  con- 
nection with  the  regular  examination  made  by  national  or  State  examiners,  bnt 
under  no  circumstances  without  the  approval  of  the  Federal  Reserve  Board. 

(c)  Federal  Reserve  Board — ExaminatUm  of  member  hanks, — ^The  exercise  of 
this  function  should  be  confined  to  special  examinations  or  investigations,  to 
be  made  when  and  as  deemed  necessary  by  the  Federal  Reserve  Board,  or  with 
the  approval  of  the  board  upon  a  request  made  by  any  Federal  reserve  bank. 
It  will  frequently  be  desirable  to  have  the  examination  made  by  national-bank 
examiners  acting  under  assignment  or  Instructions  from  the  Ck)mptroller  of 
the  Currency  in  cooperation  with  the  Federal  Reserv.e  Board. 

EXPENSES  OF  EXAMINATION. 

Federal  Reserve  Board  examinations. — Section  10  of  the  Federal  Reserve  act 
provided  that  "The  Federal  Reserve  Board  shall  have  power  to  levy  semian- 
nually upon  the  Federal  reserve  banks,  in  proportion  to  their  capital  stock  and 
surplus,  an  assessment  sufficient  to  pay  its  estimated  expenses  and  the  salaries 
of  its  members  and  employees." 

It  is  apparent  that  the  expenses  of  examinations  made  by  direction  of  the 
Federal  Reserve  Board  must  be  provided  for  in  the  semiannual  assessment  above 
referred  to.  In  connection  with  the  preliminary  examination  of  State  institu- 
tions seeking  admission  it  may  be  possible  to  charge  the  institutions  investigated 
the  actual  expenses  incurred. 

December  3,  1914. 

EXHIBIT  D. 

STATUS  OF  FEDERAL  RESERVE  BOARD. 

Secretary  McAdoo  on  December  19  made  public  the  following  opinion  from 
the  Attorney  General : 

Office  of  the  Attorney  General, 

Washington,  2>.  C 
The  honorable  the  Secretary  of  the  Treasitry, 

Washington,  D.  0. 

Sib:  I  have  the  honor  to  acknowledge  your  letter  of  October  29,  1914, 
wherein  you  request  my  opinion  (a)  whether  accounts  of  moneys  derived  from 
the  semiannual  assessment  to  be  levied  on  Federal  reserve  banks  by  the' Fed- 
eral Reserve  Board  are  subject  to  audit  by  one  of  the  auditors  of  the  Treasury 
Dpartment,  and  (&)  as  to  the  status  of  the  Federal  Reserve  Board,  particu- 
larly with  reference  to  the  Treasury  Department 

Section  10  of  the  "Federal  reserve  act"  of  December  23,  1913  (the  act 
authorising  the  assessment),  provides: 

"The  Federal  Reserve  Board  shall  have  power  to  levy  semiannually  npon 
the*Feder|il  reserve  banks,  in  proportion  to  their  capital  stock  and  surplus, 
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an  assessment  sufficient  to  pay  its  estimated  expenses  and  the  salaries  of  its 
men]l>er8  and  employees  for  tlie  half  year  succeeding  the  levy  of  such  assess- 
ment, together  with  any  deficit  carried  forward  from  the  preceding  half  year." 

Hie  answer  to  your  first  question  depends  on  whether  the  moneys  so  levied 
by  the  Federal  Reserve  Board  are,  when  received,  ''public  moneys."  If  so, 
th^  are  clearly  to  be  audited  under  sections  7  and  10  of  the  act  of  July  81, 
1894  (28  Stat,  207),  either  by  the  auditor  provided  for  in  the  first  paragraph  of 
said  section  7  or  by  the  auditor  provided  in  the  fifth  paragraph,  such  para- 
graphs (so  t&T  as  material)  reading  as  follows: 

First.  *•  The  Auditor  for  the  Treasury  Department  shall  receive  and  examine 
an  accounts  of  salaries  and  incidental  expenses  of  the  office  of  the  Secretary 
of  the  Treasury  and  all  bureaus  and  offices  under  his  direction,  all  accounts 
relating  to  *  *  *  and  all  other  business  within  the  Jurisdiction  of  the 
Department  of  the  Treasury  and  certify  the  balances  arising  thereon  to  the 
Division  of  Bookkeeping  and  Warrants." 

Fifth.  "  The  Auditor  for  the  State  and  other  departments  shall  receive  and 
examine  all  accounts  of  *  *  *  and  accounts  of  all  boards,  commis^ons,  and 
establishments  of  the  Gk>vernment  not  within  the  Jurisdiction  of  any  of  the 
Executive  Departments.  He  shall  certify  the  balances  arising  thereon  to  the 
Division  of  Bookkeeping  and  Warrants.'* 

Section  10  (so  far  as  material)  provides  for  a  Division  of  Bookkeeping  and 
Warrants,  and  that — 

**l7pon  the  books  of  this  division  shall  be  kept  all  accounts  of  receipts  and 
expenditures  of  public  money,"  etc. 

Reference  is  also  to  be  made  to  the  act  of  February  19,  1897  (29  Stat,  550), 
reading  (so  far  as  material)  as  follows: 

**AI1  books,  papers,  and  other  matters  relating  to  the  office  or  accounts  of 
•  *  *  commissions,  boards,  and  establishments  of  the  Government  in  the 
District  of  Columbia,  shall  at  all  times  be  subject  to  inspection  and  examina- 
tion by  the  CJomptroller  of  the  Treasury  and  the  Auditor  of  the  Treasury 
authorized  to  settle  such  accounts,  or  by  the  duly  authorized  agents  of  either  of 
Bald  officiala" 

(This  statute  plainly  applying  to  boards,  etc.,  located  within  the  District  of 
Columbia,  rather  than  to  boards  of  the  District  government,  and  the  Federal 
Reserve  Board  being  located  within  the  District) 

I  am  of  opinion  that  moneys  received  by  the  Federal  Reserve  Board,  under 
section  10  of  the  act  of  December  23,  1913,  are  **  public  moneys  '*  within  the 
meaning  of  these  auditing  statutes,  for  the  following  reasons,  among  others : 

(1)  The  assessments  are  levied  by  a  board  whose  members,  in  respect  to 
appointment  tenure,  duties^  and  compensation,  meet  all  requirements  of  the 
definition  "  public  officers "  and  "  officers  of  the  United  States". 

(2)  The  assessments  are  levied  by  such  officers  pursuant  to  the  provision  of  a 
Federal  statute  and  are  devoted  to  the  payment  of  official  salaries  and  the  ex- 
penses of  this  official  board. 

(3)  These  moneys  after  collection,  are  no  longer  the  property  of  the  paying 
bai^  and  must  be  viewed  as  moneys  belonging  to  the  United  States,  and  there- 
fore public  moneys  as  defined  by  the  Supreme  Court  of  the  United  States  in 
Branch  r.  United  States,  100  U.  S.,  673.  In  United  States  i?.  Bromley  12  How., 
88,  it  was  held  that  postal  collections  from  stamp  sales  are  public  revenues : 

"The  revenue  of  the  Post  Office  Department  being  raised  by  a  tax  on  mail- 
able matter  conveyed  in  the  mall  and  which  is  disbursed  in  the  public  service, 
is  as  much  a  part  of  the  income  of  the  Government  as  moneys  collected  for 
duties  on  imports." 

The  analogy  is  marked  for  the  reason  that  in  like  manner  as  the  money  as- 
sessed by  the  Federal  Reserve  Board  is  for  the  special  purpose  of  meeting  the 
salaries  and  exi)enses  of  the  board,  so  the  use  of  the  postal  collections  is  con- 
fined to  sustaining  the  specific  service  by  and  in  which  they  are  collected. 

(4)  Other  provisions  of  the  Federal  reserve  act  (sees.  11-c  and  16),  dealing 
with  the  interest  charges,  taxes,  and  penalties,  can  only  be  satisfied  by  deposit 
in  the  Treasury  of  the  levies,  taxes,  and  penalties  so  imposed,  and  there  seems  to 
be  no  logical  ground  for  distinction  between  such  assessments  and  the  ones  in 
qaestion.  The  idea  of  necessary  public  control  is  also  strengthened  by  the  re- 
qoir^nents  of  Revised  Statutes,  section  3639. 

The  moneys  received  by  the  Federal  Reserve  Board  under  section  10  of  the 
act  of  December  23,  1913,  being  thus,  in  my  opinion,  public  moneys,  and  con- 
sequently subject  to  audit  by  one  of  the  auditors  of  the  Treasury  Department, 
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the  question  is  tben  directly  presented  under  which  paragraph  of  the  act  of 
July  31,  1894,  supra,  the  audit  is  to  be  made.  This  involves  the  further  ques- 
tion on  which  you  have  asked  my  opinion,  namely,  whether  the  Federal  Reserve 
Board  is  an  independent  board,  commission,  or  Government  establishment,  or 
whether  it  is  a  bureau,  office,  or  division,  or  otherwise  a  part  of  the  Treasury 
Department. 

That  the  Federal  Reserve  Board  is  a  ''board"  or  "establishment"  of  the 
Government  within  the  meaning  and  intent  of  those  words  as  used  in  the  fifth 
paragraph  of  section  7  of  the  act  of  July  81,  1894,  is  plain  from  the  provisions 
of  the  Federal  reserve  act  and  the  exiHanation  of  the  status  of  the  board  con- 
tained in  tke  reports  accompanying  the  original  bills  in  Congress.  This  con- 
clusion is  sustained  by  reason  and  analogy  when  reference  is  had  to  the 
considerable  number  of  boards  or  establishments  of  far  less  general  or  national 
scope  which  have  been  so  esteemed  and  uniformly  treated.  (See  Report  of 
Joint  Commission  to  Inquire  into  E2zecutive  Departments,  Oct  9,  1893.  House 
Reports,  1st  sess.  53d  Cong.,  Report  No.  88.) 

Consideration  of  the  history  of  the  Federal  reserve  bank  act,  of  the  general 
scheme  of  the  whole  act,  of  the  functions  to  be  performed  by  the  Federal  Re- 
serve Board,  and  of  tJie  method  of  their  performance,  leads  me  to  the.  clear 
opinion  that  the  board  is  an  independent  board  or  Government  establishment. 

The  Federal  Reserve  Board  is  not  merely  a  supervisory,  but  is  a  distinctly 
administrative  board  with  extensive  powers.  It  is  described  as  follows  in  the 
report  of  the  Committee  on  Banking  and  Currency  to  the  House  of  Representa- 
tives (63d  Cong.,  1st  sess.,  Report  No.  69) : 

Page  16:  "In  order  that  these  banks  may  be  effectively  inspected  and  in 
order  that  they  may  pursue  a  banking  policy  which  shall  be  uniform  and  har- 
monious for  the  country  as  a  whole,  the  committee  proposes  a  general  board  of 
management  intrusted  with  the  power  to  overlook  and  direct  the  general  func- 
tions of  the  banks  referred  to.  To  this  it  assigns  the  title  of  '  The  Federal  Re- 
serve Board. ""    ♦    •    ♦ 

Page  18 :  "  The  only  factor  of  centralization  which  has  been  provided  in  the 
committee's  plan  is  found  in  the  Federal  Reserve  Board,  which  is  to  be  a 
strictly  Ctovemment  organization  created  for  the  purpose  of  inspecting  existing 
banking  institutions  and  of  regulating  relationships  between  Federal  reserve 
banks  and  between  them  and  the  Ck>vemment  itself." 

Page  42 :  "  Section  11.  In  this  section  provision  has  been  made  for  the  creation 
of  a  general  board  of  control  acting  on  behalf  of  the  National  Ck>vem- 
ment    •    ♦    ♦." 

The  report  of  Senator  Owen  from  the  Senate  Onmiittee  on  Banking  and  Cur- 
rency (68d  Ck>ng.,  Ist  sess..  Report  133,  part  2)  says  merely: 

"  The  Federal  Reserve  Board,  consisting  of  the  Secretary  of  the  Treasury  and 
six  members  appointed  by  the  President  of  the  United  States  and  confirmed  by 
the  Senate  for  terms  of  six  years,  are  given  the  following  powers: "  (Here  fol- 
lows an  enumeration  of  powers.) 

The  broad  functions  outlined  in  these  reports  are  assigned  to  the  board  in 
12  subdivisions  of  section  11  of  the  act  giving  to  it  certain  powers  and  author- 
ity, and  In  various  other  sections  containing  specific  grants  of  authority  to 
exercise  about  40  other  powers.  Moreover,  in  subdivision  (i)  of  section  11 
the  all-embracing  requirement  appears  that  **  said  board  shall  perform  the 
duties,  functions,  or  service  specified  in  this  act  and  make  all  rules  and  regu- 
lations necessary  to  enable  said  board  effectively  to  perform  the  same." 

The  act  further  contains  no  express  provision  that  the  Federal  Reserve  Board 
shall  be  considered  as  a  bureau,  division,  or  office  of  the  Treasury  Department, 
a  significant  omission  in  view  of  the  fact  that  Congress  had  under  considera- 
tion a  bureau  of  that  department  when,  in  section  16^  it  amended  the  Revised 
Statutes  relative  to  that  "  bureau,"  of  which  the  CJomptroller  of  the  Currency 
was  the  "chief  officer";  and  the  provision  in  section  10  that  "the  Secretary 
of  the  Treasury  may  assign  offices  in  the  Department  of  the  Treasury  for  the 
use  of  the  Federal  Reserve  Board" — a  provision  added  to  the  House  bill  by 
the  Senate  committee — would  be  highly  superfiuous  if  the  board  were  a  biirean 
of  that  department  for  which  the  Secretary  already  possessed  complete  author- 
ity to  assign  offices  in  his  own  departmental  buildings. 

The  history  of  the  bill  develops  tlie  following  facts  of  significance : 

In  section  11  of  H.  R.  7837  (sec.  10  of  the  act),  it  is  provided : 

"The  manager  of  the  Federal  Reserve  Board,  subject  to  the  supervision  of 
the  Secretary  of  the  Treasury  and  Federal  Reserve  Board,  shall  be  the  executive 
officer  of  the  Federal  Reserve  Board." 
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ThlB  clearly  contemplated  that  the  Secretary  of  the  Treasury  and  the  Fed- 
eral Reserve  Board  were  distinct  entities. 

In  the  act  as  passed  (sec.  10)  the  supervision  of  the  Secretary  of  the  Treasury 
\A  Stricken  out,  leaving  the  governor  (manager)  subject  only  to  supervision  of 
the  board. 

In  section  16  of  H.  R.  7837  (sec.  16  of  the  act)  it  is  provided : 

"  The  Secretary  of  the  Treasury  shall,  subject  to  the  approval  of  the  Federal 
Reserve  Board,  from  time  to  time  apportion  the  funds  of  the  Government  among 
the  said  Federal  reserve  banks,  distributing  them,  as  far  as  practicable,  equita- 
bly between  different  sections    ♦  .  ♦    ♦  " 

This  also  clearly  contemplated  the  Secretary  and  the  board  as  coordinate 
oflBdala  The  whole  provision  was  stricken  from  the  act  as  passed,  but  nothing 
was  Bobstituted  for  it 

In  section  11  of  H.  R.  7837  (sec.  10  of  the  act)  the  Comptroller  of  the  Cur- 
rency was  to  perform  his  duties  "  under  the  general  direction  of  the  Secretary 
of  the  Treasury  acting  as  chairman  of  the  Federal  Reserve  Board." 

In  the  act  as  passed  the  words  "  acting  as  chairman  of  the  Federal  Reserve 
Board  "  were  stricken  out,  showing  an  intention  to  distinguish  clearly  between 
placing  the  comptroller  under  the  Secretary  as  head  of  the  Treasury  Depart- 
ment and  the  Secretary  as  ex  officio  chairman  of  the  board. 

The  most  significant  change  made  in  H.  R.  7837  by  the  act  as  passed  was  the 
insertion  in  section  10  of  the  act  of  the  following  clause : 

**  Nothing  in  this  act  contained  shall  be  construed  as  taking  away  any  powers 
heretofore  vested  by  law  in  the  Secretary  of  the  Treasury  which  relate  to  the 
sDpenrision,  management,  and  control  of  the  Treasury  Department  and  bureaus 
under  such  department,  and  wherever  any  power  vested  by  this  act  in  the  Fed- 
eral Reserve  Board  or  the  Federal  reserve  agent  appears  to  conflict  with  the 
powers  of  the  Secretary  of  the  Treasury  such  powers  shall  be  exercised  subject 
to  the  supervision  and  control  of  the  Secretary." 

It  is  evident  that,  while  the  purpose  of  this  clause  was,  amongst  other  things, 
to  insure  the  preservation  and  supremacy  of  all  existing  powers  of  the  Secre- 
tary of  the  Treasury  in  all  cases  where  it  might  be  claimed  that  such  powers 
overlapped  or  conflicted  with  those  of  the  Federal  Reserve  Board,  nevertheless 
by  this  very  provision  the  act  clearly  recognized  the  existence  of  powers  of  the 
board  Independent  of  the  Secretary  in  cases  where  no  such  conflict  existed. 
Very  req;)ectfully, 

(Signed)  T.  W.  Grkqobt, 

Attorney  GenertU. 


EXHIBIT  E. 

ClBCTTLABS  AND  RBGITLATIONS  FEDERAL  RESERVE  BOABD. 

Begulatlon  No.  1.]  ' 

Federal  Reserve  Board, 

Washington,  August  28,  1914, 

pboceduee  117  appeals  from  decision  of  the  reserve  bank  organization 

COMMITTEE. 

L  Petitions  for  changes  in  designation  of  Federal  reserve  cities. — Petitions 
for  review  of  the  action  of  the  reserve  bank  organization  committee  in  designat- 
iag  Federal  reserve  cities  must  be  signed  by  duly  authorized  officers  of  a 
majority  of  the  member  banks  located  in  the  city  requesting  a  review. 

Such  petitions  must  set  forth  briefly  the  grounds  and  reasons  relied  upon  for 
«Dch  review. 

Within  five  days  after  mailing  said  petition  the  petitioner  shall  flle  20  copies 
of  a  brief  setting  forth  fully  the  grounds  relied  upon  for  a  review  of  the  action 
of  said  reserve  bank  organization  committee. 

The  secretary  of  the  board  shall  notify  all  member  banks  in  the  Federal 
reserve  city  of  the  district  in  question  that  such  petition  has  been  flled,  and 
shall  request  such  banks  to  designate  a  representative  to  act  for  such  city  at 
the  hearing  thereon.  He  shall  also  send  to  the  representative  of  such  banks, 
when  designated,  a  copy  of  the  brief  flled  by  the  petitioner,  and  said  repre- 
sentative shall  be  given  seven  days  within  which  to  flle  20  copies  of  his  brief 
in  reply. 
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Tbe  Federal  Reserve  Board  will  thereapon  fix  a  date  for  the  hearing  of  oral 
arguments  by  counsel,  which  arguments  will  be  limited  to  one  hoar  on  each  side. 

The  board  will  not  hear  testimony,  bat  the  parties  will  be  limited  to  the  record 
before  the  organization  committee. 

The  record  need  not  be  printed,  bat  ref^ence  may  be  made  in  the  bri^s  by 
page  to  the  report  filed  by  the  organization  committee  with  the  Senate  of  the 
United  States  and  ordered  printed,  and  may  likewise  be  made  by  page  and 
volume  to  the  typewritten  testimony  of  the  witnesses  appearing  before  the 
organization  committee  at  the  hearings  held  by  the  committee. 

2.  Petitions  for  changes  in  the  geographical  limits  of  Federal  reserve  dis- 
tricts,— Petitions  for  review  of  the  determination  of  Federal  reserve  districts 
by  the  organization  committee  must  be  signed  by  duly  authorized  officers  of  at 
least  two-thirds  of  the  member  banks  in  the  territory  which  the  petition  asks 
to  have  taken  out  of  one  district  and  annexed  to  another. 

Proceedings  as  to  notice,  filing  of  briefs  and  arguments  shall  be  the  same  as 
for  petitions,  for  changes  in  the  designation  of  Federal  reserve  cities,  except 
that  the  board  of  directors  of  the  Federal  reserve  bank  and  not  the  member 
banks  in  the  Federal  reserve  city  shall  select  the  representative  to  appear  and 
answer  the  petition.  Class  A  and  B  directors  elected  may  act,  pending  appoint- 
ment of  Glass  G  directors,  in  the  selection  of  such  representative. 

At  all  hearings  held  hereunder  all  questions  of  law  or  fact,  including  Jurisdic- 
tion and  powers  of  the  Federal  Reserve  Board,  may  be  argued. 

Fedkbal  Resebve  Boabd, 
By  Ghables  S.  Hamlin,  Oovemor. 


Regulation  No.  2.] 

Federal  Reserve  Board, 
Washington,  November  10,  19H, 

That  part  of  section  13  of  the  Federal  reserve  act  which  relates  to  rediscount 
operations  of  Federal  reserve  bonks  reads  as  follows: 

"  Upon  the  indorsement  of  any  of  its  member  banks,  with  a  waiver  of  demand, 
notice,  and  protest  by  such  bank,  any  Federal  reserve  bank  may  discount 
notes,  drafts,  and  bills  of  exchange  arising  out  of  actual  commercial  transac- 
tions; that  is,  notes,  drafts,  and  bills  of  exchange  issued  or  drawn  for  agricul- 
tural, industrial,  or  commercial  purposes,  or  the  proceeds  of  which  have  been 
used,  or  are  to  be  used,  for  such  purposes,  the  Federal  Reserve  Board  to  have 
the  right  to  determine  or  define  the  character  of  the  paper  thus  eligible  for  dis- 
count, within  the  meaning  of  this  act  Nothing  in  this  act  contained  shall  be 
construed  to  prohibit  such  notes,  drafts,  and  bills  of  exchange,  secured  by 
staple  agricultural  products,  or  other  goods,  wares,  or  merchandise  from  being 
eligible  for  such  discount ;  but  such  definition  shall  not  include  notes,  drafts,  or 
bills  covering  merely  investments  or  issued  or  drawn  for  the  purpose  of  carrying 
or  trading  in  stocks,  bonds,  or  other  Investment  securities,  except  bonds  and 
notes  of  the  Government  of  the  United  States.  Notes,  drafts,  and  bills  admitted 
to  discount  under  the  terms  of  this  paragraph  must  have  a  maturity  at  the 
time  of  discount  of  not  more  than  90  days:  Provided,  That  notes,  drafts,  and 
bills  drawn  or  issued  for  agricultural  purposes  or  based  on  live  stock  and  having 
a  maturity  not  exceeding  six  months  may  be  discounted  in  an  amount  to  be 
limited  to  a  percentage  of  the  capital  of  the  Federal  reserve  bank,  to  be  ascer- 
tained and  fixed  hy  the  Federal  Reserve  Board. 

''Any  Federal  reserve  bank  may  discount  acceptances  which  are  based  on  the 
importation  or  exportation  of  goods  and  which  have  a  maturity  at  time  of  dis- 
count of  not  more  than  three  months,  and  indorsed  by  at  least  one  member  bank. 
The  amount  of  acceptances  so  discounted  shall  at  no  time  exceed  one-half  the 
paid-up  capital  stock  and  surplus  of  the  bank  for  which  the  rediscounts  are 
made. 

"  The  aggregate  of  such  notes  and  bills  bearing  the  signature  or  indorsement 
of  any  one  person,  company,  firm,  or  corporation  rediscounted  for  any  one  bank 
shall  at  no  time  exceed  ten  per  centum  of  the  unimpaired  capital  and  surplas 
of  said  bank;  but  this  restriction  shall  not  apply  to  the  discount  of  bills  of 
exchange  drawn  in  good  faith  against  actually  existing  values. 

"Any  member  bank  may  accept  drafts  or  bills  of  exchange  drawn  upon  It  and 
growing  out  of  transactions  involving  the  importation  or  exportation  of  goods 
having  not  more  than  six  months  sight  to  run;  but  no  bank  shall  accept  such 
bills  to  an  amount  equal  at  any  time  in  Uie  aggregate  to  more  than  one-half  its 
naid-up  capital  stock  and  surplua" 
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Section  19  of  the  Federal  reserve  act,  relating  to  reserves,  reads  in  part  as 
follows : 

"Any  Federal  reserve  bank  may  receive  from  the  member  banks  as  reserves, 
not  exceeding  one-half  of  each  installment,  eligible  paper  as  described  In  section 
fourteen  properly  indorsed  and  acceptable  to  the  said  reserve  bank.**  ^ 

Tbe  announcement  to  be  made  by  the  Secretary  of  the  Treasury  on  November  • 
16  will  bring  into  operation  these  two  sections,  and  it  is  accordingly  necessary 
that  the  several  Federal  reserve  banks  shall  be  advised  of  the  characteristics 
that  must  be  possessed  by  paper  offered  for  rediscount  to  be  acceptable  under 
the  terms  of  the  act 

While  section  13  provides  that  the  Federal  Reserve  Board  shall  have  the 
rigbt  to  determine  or  define  the  character  of  the  paper  tlius  eligible  for  discount 
within  the  meaning  of  the  act,  the  section  referred  to  defines  in  general  term» 
the  elements  which  such  paper  must  possess  In  order  to  be  eligible. 

All  paper  offered  for  discount  under  this  section  to  any  Federal  reserve  bank 
must  conform  to  the  following  requirements : 

First  It  must  be  indorsed  by  a  National  or  State  bank  or  trust  confpany 
which  is  a  member  of  the  Federal  reserve  bank  to  which  it  is  offered  for 
rediscount 

Second.  Such  bank  must,  with  its  indorsement,  waive  demand  notice  and 
protest 

Third.  Paper  so  offered  shall  be  in  the  form  of  notes,  drafts,  or  bills  of  ex- 
change arising  out  of  commercial  transactions ;  that  is,  notes,  drafts,  and  bills 
of  exchange  issued  or  drawn  for  agricultural,  industrial,  or  commercial  pur- 
poses, or  the  proceeds  of  which  have  been  used  or  are  to  be  used  for  such 
purposes. 

Fourth.  If  in  the  form  of  acceptances,  they  must  be  based  on  transactions 
involving  the  importation  or  exportation  of  goods  and  must  have  a  maturity  at 
the  time  of  discount  of  not  more  than  three  months  to  run.  They  must  further- 
more be  indorsed  by  at  least  one  member  bank,  and  the  total  amount  offered 
shall  in  no  event  exceed  one-half  the  paid-up  capital  stock  and  surplus  of  the 
bank  offering  same. 

Fifth.  The  aggregate  of  notes  and  bills  bearing  the  signatures  or  indorsement 
of  any  one  person,  company,  firm,  or  corporation  rediscounted  for  any  one  bank 
shall  at  no  time  exceed  10  per  cent  of  the  unimpaired  capital  and  surplus  of 
said  bank;  but  this  restriction  shall  not  apply  to  the  discount  of  bills  of  ex- 
change drawn  in  good  faith  against  lictually  existing  values. 

Subject  to  these  limitations,  it  devolves  upon  the  Federal  Reserve  Board  to 
determine  or  define  for  the  several  Federal'reserve  banks  (1)  notes,  drafts,  and 
bills  of  exchange  eligible  for  rediscount;  (2)  bank  acceptances  eligible  for 
rediscoant' 

The  limitations  relating  to  rediscount  operations,  contained  in  section  13  of 
the  act,  may  be  divided  into  two  classes :  First,  those  positive  limitations  under 
which  such  notes,  drafts,  and  bills  of  exchange  may  be  accepted  for  rediscount; 
and,  second,  those  limitations  specifically  stating  what  paper  shall  be  excluded. 

If  we  begin  with  the  latter,  we  find  the  very  clear  provision  excluding  all 
notes,  drafts,  and  bills  of  exchange  which  are  "  issued  or  drawn  for  the  pur- 
pose of  cariTing  or  trading  in  stocks,  bonds,  or  other  investment  securities 
(except  bonds  and  notes  of  the  Government  of  the  United  States).**  This 
clause  does  not  require  comment. 

The  act  further  excludes  notes,  drafts,  and  bills  of  exchange  covering  '*  merely 
Investments." 

Any  funds  employed  in  agriculture,  commerce,  or  industry  are  quasi  invest- 
moits,  and  the  emphasis  is,  therefore,  to  be  laid  on  the  word  "  merely  **  in  this 
connection. 

From  this  point  of  view  are  to  be  excluded  all  bills  whose  proceeds  have  been 
or  are  to  be  used  in  permanent  or  fixed  investments  of  any  kind.  "Agricul- 
tural, industrial,  or  commercial  purposes  "  can  not,  therefore,  be  held  to  include 
investments  in  land,  plant,  machinery,  permanent  improvements,  or  trans- 
actions of  a  similar  nature. 

*  Attention  Is  called  to  the  fact  that  the  error  In  the  original  act  which  refers  to 
ellif^le  paper,  referred  to  in  section  14,  has  been  corrected  by  amendment  approved 
Anc.  15,  1914,  and  this  section  now  reads : 

*^Anj  Federal  reserve  bank  may  receive  from  the  member  banks  as  a  reserve,  not 
exceeding  one-half  of  each  Installment,  eligible  paper  as  described  in  section  thirteen 
properly  indorsed  and  acceptable  to  the  Federal  reserve  bank." 

■Bank  acceptances  eligible  for  rediscount  are  defined  in  regalatton  No.  6. 
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The  purchase  of  commodities  for  purposes  which  are  metely  speculatiye  and 
not  connected  with  an  ultimate  process  of  manufacturing  or  distribution  would 
constitute  a  *'mere"  investment,  and  bills  covering  such  investmoits  are 
accordingly  not  eligible  for  rediscount. 

In  order  to  be  eligible  for  rediscount  bills  must  "arise  out  of  actual  com- 
mercial transactions,"  and  "  the  proceeds  must  have  been  used  or  they  are  to 
be  used  for  agricultural,  Industrial,  or  commercial  purposes." 

In  like  manner  "  notes,  drafts,  and  bills  of  exchange  secured  by  staple  agri- 
cultural products  or  other  goods,  wares,  or  merchandise  "  axe  eligible  for  redis- 
count provided  they  arise  out  of  "actual  commercial  transactions"  covering 
some  imrtlcular  stage  in  the  process  of  production  and  distribution. 

They  are  not  eligible  when  drawn  to  cover  merely  speculative-  investments. 

Ohables  S.  Hamlin,  Chvemor. 


Regulation  No.  8.]  Federal  Reserve  Board, 

Washington,  Noi^emher  10,  19H, 

Whenever  a  member  bank  shall  offer  for  rediscount  any  note,  draft,  or  bill 
of  exchange  bearing  the  indorsement  of  such  member  bank,  with  waiver  of  de- 
mand notice  and  protest,  the  directors  or  executive  committee  of  the  Federal 
reserve  bank  may,  until  January  15, 1915,  accept  as  evidence  that  the  proceeds 
of  such  note,  draft,  or  bill  of  exchange  were  or  are  to  be  used  for  agricultural, 
industrial,  or  commercial  purposes  (and  that  such  notes,  drafts,  or  bills  of  ex- 
change in  other  respects  comply  with  the  regulations  of  the  board)  a  written 
statement  from  the  officer  of  the  applying  bank  that  of  his  own  knowledge 
and  belief  the  original  loan  was  made  for  one  of  the  purposes  mentioned,  and 
that  the  provisions  of  the  act  and  regulations  issued  by  the  board  have  been 
complied  with. 

Charles  S.  Hamlin,  Oovemar. 


Regulation  No.  4.] 

Federal  Reserve  Board, 
Washington,  November  10,  1914, 

From  and  after  January  15, 1915,  all  notes,  drafts,  or  bills  of  exchange  offered 
for  rediscount  shall  show  on  their  face,  or  by  indorsement,  a  statement  sub- 
stantially to  the  following  effect : 

"Eligible  for  rediscount  with  Federal  reserve  banks  under  regulations  of 
the  Federal  Reserve  Board  Circular  No.  13— 

"  Credit  file  No. . 

•*  District  No. . 

"  Name  of  member  bank ." 

The  credit  file  number  shall  refer  to  evidence  in  possession  of  the  member 
bank  that  the  proceeds  of  such  notes,  drafts,  or  bills  of  exchange,  under  the 
terms  of  the  loans  made  or  to  be  made,  were,  or  are  to  be,  used  for  agricultural. 
Industrial,  or  commercial  purposes,  as  required  by  section  13  of  the  Federal  re- 
serve act  and  as  imposed  by  regulation  No.  2  of  the  Federal  Reserve  Board, 
and  such  credit  files  shall  be  open  to  inspection  by  any  examiner  appointed  by 
the  Comptroller  of  the  Currency  or  selected  by  the  Federal  reserve  bank  dis- 
counting same,  and  copies  of  such  files,  or  any  part  thereof,  shall  be  furnished 
to  the  officers  of  the  Federal  reserve  bank  upon  request. 

The  credit  files  referred  to  should  contain  not  only  evidence  of  the  purpose 
or  purposes  for  which  such  loans  are  made  but  also  full  and  complete  informa- 
tion as  to  the  financial  responsibility  of  the  borrower,  including  a  short  general 
description  of  the  character  of  the  business,  balance  sheet,  and  profit  and  loss 
account  of  the  borrower.  Assets  should  be  divided  into  permanent  or  fixed  in- 
vestments, slow  assets,  and  quick  assets.  On  the  liability  side  should  be  shown 
capita],  long-time  loans,  and  short-term  loans.  Short-term  loans  should  be  in 
proper  proportion  to  quick  assets,  and  the  statement  should  contain  satisfactory 
evidence  that  short-term  paper  is  not  being  sold  against  permanent  or  slow  in- 
vestments. The  statement  should,  furthermore,  show  the  meximum  aggregate 
amount  up  to  which  the  concern  supplying  this  paper  expects  to  borrow  on 
short  credit  or  sale  of  its  paper,  and  the  individual,  firm,  or  corporation  giving 
the  statement  should  obligate  himself  or  itself  to  obtain  the  member  bank's  con- 
sent before  exceeding  the  agreed  limit.    The  affixing  of  the  stamp  stating  such 
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paper  to  be  eligible  for  rediscount  will  be  considered  a  solemn  and  binding 
declaration  by  the  member  bank  that  the  statement  has  been  examined  from 
this  point  of  view  and  that  the  paper  bought  complies  with  all  the  requirements 
of  the  law  and  of  the  regulations  hereby  imposed. 

Ghables  S.  Hamlin,  Governor. 


Regulation  No.  5.] 

Federal  Reserve  Board, 
Washington,  November  10,  1914, 

Whenever  notes,  drafts,  or  bills  of  exchange  offered  for  rediscount  have  a 
maturity  of  more  than  three  but  less  than  six  months,  and  the  Federal  reserve 
bank  has  been  satisfied  in  the  manner  provided  by  regulation  No.  2  that  the 
proceeds  of  loans  applied  for  are  used  or  are  to  be  used  for  agricultural  purposes 
or  are  based  upon  live  stock,  such  notes,  drafts,  and  bills  of  exchange  may,  until 
farther  notice,  be  accepted  for  rediscount  in  an  aggregate  amount  not  exceeding 
25  per  cent  of  the  paid-in  capital  of  the  Federal  reserve  bank  accepting  same. 

Charles  S.  Hamlin,  Qovemor, 


Regulation  No.  6.] 

Federal  Reserve  Board, 
Washington,  November  10,  19H, 

Whenever  bank  acceptances  are  offered  for  rediscount  it  must  appear  on  the 
face  of  such  acceptances  that  the  proceeds  thereof  were  used  or  are  to  be  used  in 
connection  with  a  transaction  involving  the  importation  or  exportation  of  goods ; 
t&at  is  to  say,  it  must  appear  that  there  has  been  an  actual  bona  fide  sale  which 
involves  the  transportation  of  goods  from  some  foreign  country  to  the  United 
States  or  from  the  United  States  to  some  foreign  country. 

Charles  S.  Hamlin,  Governor. 


Regulation  No.  7.] 

Federal  Reserve  Board, 
Washington,  November  11,  19H, 

Section  19  of  the  Federal  reserve  act  provides  in  part  as#follows : 

**  Deniand  deposits  within  the  meaning  of  this  act  shall  comprise  all  deposits 
payable  within  thirty  days,  and  time  deposits  shall  comprise  all  deposits  payable 
after  thirty  days  and  all  savings  accounts  and  certificates  of  deposit  which  are 
Bobject  to  not  less  than  thirty  days'  notice  before  payment." 

Time  deposits, — The  term  "time  deposits"  is  interpreted  to  Include  any  de- 
posits subject  to  check  upon  which  the  bank  has  the  right  by  written  contract 
entered  into  with  the  depositor  at  the  time  the  deposit  was  made  to  require 
from  such  depositor  not  less  than  30  days*  notice  before  such  deposit  or  any 
part  thereof  may  be  withdrawn.  Any  agreement,  written  or  verbal,  entered 
into  by  a  member  bank  with  a  depositor  not  to  enforce  the  terms  of  such 
contract  of  deposit  shall  be  construed  as  vitiating  the  contract,  and  any  mem- 
ber bank  reporting  as  time  deposits  any  deposits  on  which  it  has  not  the  right 
to  require  not  less  than  80  days'  notice  before  withdrawal  may  be  subject  to 
the  penalties  prescribed  by  section  5209  of  the  Revised  Statutes  of  the  United 
States. 

Savings  accounts, — ^The  term  "savings  accounts"  shall  be  held  to  include 
those  lAterest-bearing  accounts  which  are  carried  with  the  bank  under  written 
agreement  on  the  part  of  the  bank  to  pay  a  specific  rate  of  interest,  which  rate 
is  to  be  paid  to  all  other  depositors  having  similar  accounts  and  where  the 
depositor  is  required  to  present  his  pass  book  with  each  check  drawn.  Savings 
itccounts  shall  not  be  held  to  include  any  ordinary  checking  accounts  where 
presentation  of  the  pass  book  with  the  check  is  not  required. 

Id  the  case  of  State  banks  and  trust  companies  located  in  States  whose  laws 
require  that  funds  accruing  from  savings  accounts  shall  be  invested  in  any 
particular  class  of  securities,  only  those  accounts  whose  balances  are  so  invested 
and  which  are  handled  so  as  to  comply  with  the  technical  requirements  of  the 
State  laws  shall  be  held  to  be  savings  accounts  within  the  meaning  of  this  act. 

Charles  S.  Hamlin,  Governor, 
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Regulation  No.  8.]- 

FedebaIi  Reserve  Boabd, 
Washington,  November  2S,  1914. 

Each  Federal  reserve  agent  shall  be  required  to  execute  a  bond  with  ac- 
ceptable security  running  to  the  United  States  in  the  penal  sum  of  $250,000, 
and  each  deputy  Federal  reserve  agent  shall  be  required  to  execute  a  like  bond 
in  the  penal  sum  of  $150,000. 

Treasury  Department  Form  No.  280  has  been  approved  and  adopted  by  the 
Federal  Reserve  Board,  with  the  necessary  conditions  Inserted,  so  that  the  bond 
to  be  executed  will  be  in  the  form  following : 

"  Know  all  men  by  these  presents  that  we, ,  of ,  as  prin- 
cipal, and ,  as  surety,  are  held  and  firmly  bound  unto  the  United 

States  of  America   in   the  full   and   Just  sum  of  thousand  dollars 

($ — ),  lawful  money  of  the  United  States,  for  which  payment,  well  and 

truly  to  be  made,  we  bind  ourselves,  jointly  and  severally,  our  joint  and  several 
heirs,,  executors,  and  administrators,  successors,  and  assigns  firmly  by  these 
presents. 

"  Sealed  with  our  seals  and  dated  this day  of ,  in  the  year  one 

thousand  nine  hundred  and , 

"The  condition  of  the  foregoing  obligation  is  such  that  whereas  under  the 
authority  of  the  act  of  Ck)ngress  approved  December  28,  1018,  and  known  a« 

the  Federal  reserve  act,  the  said has  been  duly  appointed  by  the 

Federal  Reserve  Board  a  class  O  director,  and  has  been  designated  as  Federal 

reserve  agent  of  the  Federal  reserve  bank  of ,  and  whereas  the 

■aid has  executed  his  oath  of  oflBice  and  entered  upon  his  dutlea 

as 


*t 


Now,  therefore,  if  the  said shall  well  and  truly  execute  and 

discharge  all  the  duties  of  said  ofSce  according  to  the  laws  of  the  United  States 
and  the  regulations  of  the  Federal  Reserve  Board  made  in  conformity  there- 
with, safely  keeping  and  correctly  accounting  for  and  delivering  to  the  party 
or  parties  entitled  Uiereto  all  moneys,  notes,  securities,  and  other  funds  coming 
into  his  hands  from  time  to  time,  without  loaning,  using,  depositing  in  bank, 
or  exchanging  for  other  funds,  except  as  allowed  by  law,  then  this  obligation 
to  be  void  and  of  no  effect ;  otherwise  to  remain  in  full  force  and  virtue. 
**  Sealed,  signed,  and  delivered  in  the  presence  of — 


it 


Regulation  No.  9.] 


Ohables  S.  Hamlin,  (Governor. 


Fedebal  Resebve  Boabd, 
Waahinffton,  December  SI,  1914, 


LOANS  ON  FABM  LANDS. 


Section  24  of  the  Federal  Reserve  Act  provides  that— 

"Any  national  banking  association  not  situated  in  a  central  reserve  city  may 
make  loans  secured  by  improved  and  unencumbered  farm  land,  situated  within 
its  Federal  reserve  district,  but  no  such  loan  shall  be  made  for  a  longer  time 
than  five  years,  nor  for  an  amount  exceeding  50  per  cent  of  the  actual  value 
of  the  property  offered  as  security.  Any  such  bank  may  make  such  loans  In 
an  aggregate  sum  equal  to  25  per  cent  of  its  capital  and  surplus,  or  to  one- 
third  of  its  time  deposits,  and  such  banks  may  continue  hereafter  as  heretofore 
to  receive  time  deposits  and  to  pay  interest  on  the  same." 

National  banks  not  located  in  central  reserve  cities  may,  therefore,  now 
legally  make  loans  secured  by  mortgages  on  real  estate  within  the  following 
limitations : 

1.  The  real  estate  security  must  be  farm  land. 

2.  It  must  be  improved. 

8.  There  must  be  no  prior  lien;  in  other  words,  the  lending  bank  must  hold 
an  absolute  first  mortgage  or  deed  of  trust. 

4.  The  property  must  be  located  in  the  same  Federal  reserve  district  as  the 
bank  making  the  loan. 

5.  The  n  mount  of  the  loan  must  not  exceed  50  per  cent  of  the  actual  value  of 
the  property  upon  which  it  is  secured. 

6.  The  loan  must  be  for  a  period  not  longer  than  five  years. 

7.  The  maximum  amount  of  loans  which  a  national  bank  may  make  on  real 
estate  under  the  terms  of  the  act  shall  be  limited  to  an  amount  not  in  excess 
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of  one-third  of  its  time  deposits  at  the  time  of  the  making  of  the  loan,  and  not 
in  ezcBBS  of  one-third  of  its  average  time  deposits  daring  the  preceding  calendar 
year;  provided,  however,  that  if  one-third  of  such  time  deposits  as  of  the  date 
of  making  the  loan,  or  one-third  of  the  average  time  deposits  for  the  preceding 
calendar  year,  shall  have  amounted  to  less  than  one-fourth  of  the  capital  and 
sorplus  of  the  bank  as  of  the  date  indicated,  in  such  event  the  bank  shall  have 
authority  to  make  loans  upon  real  estate  under  the  terms  of  the  act  to  the 
extent  of  one-fourth  of  the  bank's  capital  and  surplus  as  of  the  date  of  making 
tbe  loan. 

In  order  that  real  estate  loans  held  by  a  bank  may  be  readily  classified,  a 
statement  signed  by  the  officers  making  a  loan  and  having  knowledge  of  the 
ficts  upon  which  it  is  based  must  be  attached  to  each  note  secured  by  a  first 
mortgage  on  improved  farm  land,  certifying  in  detail  as  of  the  date  of  the  loan 
that  all  the  requirements  of  law  have  been  duly  observed. 

The  board  calls  attention  to  the  closing  paragraph  of  section  24  of  the  act, 
which  provides  that  "the  Federal  Reserve  Board  shall  have  power  from  time 
to  time  to  add  to  the  list  of  cities  in  which  national  banks  shall  not  be  per- 
mitted to  make  loans  secured  upon  real  estate  in  the  manner  described  in  this 
section,"  and  gives  notice  that  the  foregoing  regulations  are  subject  to  the 
authority  of  the  board  to  revise  the  list  of  cities  in  which  national  banks  shall 
not  be  permitted  to  make  real  estate  loans  in  the  manner  above  provided. 

Chables   S.   Hamlin, 

Chvemor. 

H.  Pabkeb  Willis, 

Secretary, 


FtaDAi.  Reserve  Aot— Duties  and  Powebs  of  the  Organization  Gommittee. 

Circular  No.  1.1  Reserve  Bank  Organization  Committee, 

WaaMngion,  D,  (7.,  February  14,  1914. 

In  view  of  the  large  number  of  inquiries  received  ftom  both  national  and 
State  banks  as  to  the  proper  interpretation  of  various  sections  of  the  Federal 
reserve  act,  it  is  deemed  advisable  to  explain,  as  briefiy  as  the  circumstances 
will  permit,  the  operation  of  this  act  in  so  far  as  it  relates  to  the  duties  and 
powers  of  the  organization  committee  and  the  jnethod  of  procedure  adopted  by 
the  committee.  For  convenience,  these  duties  are  considered  in  their  chrono- 
logical order. 

First.  Section  2  of  ttie  Federal  reserve  act  provides  as  follows : 

"Under  regulations  to  be  prescribed  by  the  organization  committee,  every 
national  banking  association  in  the  United  States  is  hereby  required,  and  every 
eligible  bank  in  the  United  States  and  every  trust  company  within  the  District 
of  Oolumbia,  is  hereby  authorized  to  signify  in  writing,  within  60  days  after 
the  passage  of  this  act,  its  acceptance  of  the  terms  and  provisions  hereof." 

It  will  be  observed  that  under  the  provisions  of  this  section  all  national  banks 
are  required,  and  all  other  eligible  banks  are  permitted,  to  signify  their  accept- 
ance of  the  provisions  of  this  act  within  60  days  from  its  passage.  Banks  should 
not  confuse  this  notice  to  the  committee  with  the  formal  application  for  stock 
to  be  filed  later. 

To  facilitate  compliance  with  this  provision  of  the  act,  the  committee  has 
f6rwarded  to  all  national  banks  a  prescribed  form  of  resolution  to  be  adopted 
1^  the  boards  of  directors  of  such  banks,  and  upon  request  from  State  banks 
is  forwarding  a  prescribed  form  of  resolution  for  use  by  such  banks.  When 
ootifled  co^es  of  such  resolutions  have  been  received  and  filed  no  other 
action  by  applying  banks  is  necessary  until  the  locations  of  the  several  Federal 
reserve  banks  have  been  established  by  the  committee,  and  the  districts  to  be 
served  by  such  banks  have  been  defined.' 

The  Committee  is  now  engaged  in  holding  hearings  in  various  parts  of  the 
United  States  in  order  to  have  before  it  as  much  information  as  possible  to 
enable  it  to  proi)erly  determine  the  locations  of  such  banks  and  the  districts  to 
be  served. 

Section  2  further  provides  as  follows : 

**  When  the  organization  committee  shall  have  designated  the  cities  in  which 
Federal  reserve  banks  are  to  be  organized  and  fixed  the  geographical  limits 
of  the  Federal  reserve  districts,  every  national  banking  association  within 
that  district  shall  be  required  within  80  days  after  notice  from  the  organiza- 
tion committee  to  subscribe  to  the  capital  stock  of  such  Federal  reserve  bank  in 
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a  sum  equal  to  6  per  cent  of  the  paid-up  capital  stock  and  surplus  of  such  bank, 
one-sixth  of  the  subscription  to  be  payable  on  call  of  the  organization  com- 
mittee or  of  the  Federal  Reserve  Board,  one-sixth  within  three  months,  and 
one-sixth  within  six  months  thereafter,  and  the  remainder  of  the  subscription, 
or  any  part  thereof,  shall  be  subject  to  call  when  deemed  necessary  by  the 
Federal  Reserve  Board,  said  payments  to  be  in  gold  or  gold  certiflcatea" 

This  section  should  be  read  in  connection  with  section  4  of  the  Federal  reserve 
act,  which  reads  as  follows: 

"When  the  organization  committee  shall  have  established  Federal  reserve 
districts  as  provided  in  section  2  of  this  act  a  certificate  shall  be  filed  with  the 
Comptroller  of  the  Currency  showing  the  geographical  limits  of  such  districts 
and  the  Federal  reserve  city  desdgnated  in  each  of  such  districts.  The  Comp- 
troller of  the  Currency  shall  thereupon  cause  to  be  forwarded  to  each  national 
bank  located  in  each  district,  and  to  such  other  banks  declared  to  be  eligible 
by  the  organization  committee  which  may  apply  therefor,  an  application  blank 
in  form  to  be  approved  by  the  organization  committee,  which  blank  shall  con- 
tain a  resolution  to  be  adopted  by  the  board  of  directors  of  each  bank  executing 
such  application,  authorizing  a  subscription  to  the  capital  stock  of  the  Federal 
reserve  bank  organizing  in  that  district  in  accordance  with  the  provisions  of 
this  act." 

It  will  be  observed  from  the  foregoing  that  the  Comptroller  of  the  Currency 
will  cause  to  be  forwarded  to  those  banks  which  have  signified  their  intention 
to  become  members  of  Federal  reserve  banks  a  form  of  application  to  be  exe- 
cuted by  such  banks  after  the  districts  have  been  laid  out  and  the  location  of 
the  Federal  reserve  banks  definitely  established  by  the  organization  committee. 
These  forms  will  be  forwarded  in  due  course,  and,  in  accordance  with  the  fur- 
ther provisions  of  the  act,  when  the  minimum  amount  of*  stock  for  any  Federal 
reserve  bank  has  been  subscribed-  the  committee  will  designate  five  banks  to 
execute  the  necessary  organization  certificate.  Subscriptions  to  stock  will  there- 
fore not  be  called  by  the  committee  until  after  these  preliminary  steps  have  been 
taken. 

National  l^anks  as  members. — Attention  is  called  to  the  fact  Hiat  all  national 
banks  are  required  to  signify  within  60  days  from  the  passage  of  the  Federal 
reserve  act  whether  or  not  they  accept  the  provisions  of  the  act  and  intend  to 
subscribe  to  the  stock  of  the  Federal  reserve  banks  when  organized. 

That  within  30  days  after  the  organization  committee  has  announced  the  des- 
ignation of  cities  in  which  Federal  reserve  banks  are  to  be  organized,  fixed  the 
geographical  limits  to  be  served,  and  notified  such  national  banks,  all  such 
national  banks  are  required  to  subscribe  to  the  capital  stock  of  such  Federal 
reserve  banka  These  provisions  are  clearly  set  forth  in  the  Federal  reserve 
act,  and  the  committee  will  expect  and  require  a  strict  compliance  therewith. 

A  number  of  banks  appear  to  be  under  the  misapprehension  that  they  are 
allowed  12  months*  time  in  which  to  accept  the  provisions  of  the  Federal  reserve 
act.  This  limitation,  which  is  manifestly  intended  to  cause  automatically  a 
forfeiture  of  the  chartera  of  those  banks  failing  to  comply  with  the  provisions 
of  the  act,  must  not  be  construed  as  extending  the  time  specifically  set  out  in 
the  act  within  which  such  banks  must  take  the  action  above  outlined. 

State  banks  as  members. — ^The  provisions  relating  to  membership  by  State 
banks  are,  under  the  terms  of  the  act,  entirely  optional.  State  banks  are  not 
required  to  signify  within  any  given  time  their  intention  to  become  members, 
but  are  permitted  to  do  so  If  they  desire  to  become  members  as  soon  as  Federal 
reserve  banks  are  originally  organized. 

Two  methods  are  prescribed  by  the  Federal  reserve  act  by  which  such  banks 
may  become  members  of  the  Federal  reserve  system.  First,  under  section  8, 
by  conversion  of  State  banks  into  national  banks,  in  which  case  the  laws  ap- 
plicable to  national  banks  become  immediately  operative  as  soon  as  such  con- 
version is  completed.  Second,  under  section  9  State  banks  may  become  mem- 
bers, as  State  banks,  retaining  their  State  charters,  in  which  case  such  banks 
are  subject,  specifically,  to  the  provisions  of  the  Federal  reserve  act  contained 
in  section  9,  and  to  such  other  provisions  of  the  act  as  are  clearly  applicable. 
Banks  becoming  members  as  State  banks,  therefore,  may  exercise  those  powers 
conferred  by  their  State  charters  which  are  not  in  conflict  with  the  specific 
provisions  of  the  Federal  reserve  act. 

State  banks  and  trust  companies  signifying  their  intention  to  become  mem- 
bers of  the  Federal  reserve  system  before  the  organization  of  the  Federal  re- 
serve banks  will  be  permitted  to  participate  in  the  selection  of  directors  of  sal^ 
reserve  banks,  as  prescribed  by  Uie  Federal  reserve  act. 
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The  cominittee  has  prescribed  the  regulations  under  which  State  banks  and 
trust  companies  may  become  members,  and  a  copy  of  such  regulations,  with  the 
forms  approved  for  use  by  such  banks,  will  be  furnished  upon  request  of  any 
State  bank  desiring  to  apply  for  membership  in  a  Federal  reserve  bank. 

M.  O.  Eluott, 
Secretary  Reserve  Bank  Organization  Committee. 


Circular  2.] 

Reserve  Bank  Obganization  Ck>MMiTTEE, 

Washington,  D.  C,  May  6,  19U. 

Sir:  In  answer  to  a  number  of  inquiries  received  and  in  order  to  expedite 
the  organization  of  the  several  Federal  reserve  banks,  your  attention  is  called 
to  the  steps  still  to  be  taken  before  such  banks  can  be  fully  organized,  and  par- 
ticularly to  the  method  of  election  of  class  A  and  class  B  directors  by  the 
member  banks. 

EXECUTION   OF  ORGANIZATION   CERTIFICATE. 

Section  4,  paragraph  2,  reads  as  follows : 

**  When  the  minimum  amount  of  capital  stock  prescribed  by  this  act  for  the 
organization  of  any  Federal  reserve  bank  shall  have  been  subscribed '  and 
allotted,  the  organization  committee  shall  designate  any  five  banks  of  thos^ 
whose  applications  have  been  received,  to  execute  a  certificate  of  organization, 
and  thereupon  the  banks  so  designated  shall,  under  their  seals,  make  an  organi- 
sation certificate  which  shall  specifically  state,'*  etc. 

In  accordance  with  this  provision  the  committee  will,  not  later  than  May  9, 
designate  five  banks  In  each  district  to  execute  the  organization  certificate 
provided  for.  To  facilitate  the  Incorporation  of  such  banks  the  representatives 
of  the  banks  so  designated  will  be  requested  to  meet  promptly  in  the  Federal 
reserve  city  of  their  respective  districts  so  that  the  certificate  which  has  been 
prepared  by  the  committee  may  be  executed  and  filed  with  the  Comptroller 
of  the  Currency.  When  this  has  been  done  all  subscribing  banks,  under  the 
committee's  interpretation,  will  be  treated  as  member  banks,  and  the  election 
of  electors  and  the  nomination  of  directors  may  be  immediately  proceeded  with. 

ELECTION   OF  DIRECTORS. 

A  later  paragraph  of  section  4  of  the  Federal  reserve  act  reads  in  part  as 
follows: 

*'  The  chairman  of  the  board  of  directors  of  the  Federal  reserve  bank  of  the 
district  in  which  the  bank  is  situated  or,  pending  the  appointment  of  such 
ehairxnan,  the  organization  committee,  shall  classify  the  member  banks  of 
thcf  district  into  three  general  groups  or  divisions.  ESach  group  shall  contain 
as  nearly  as  may  be  one-third  of  the  aggregate  number  of  the  member  banks 
of  the  district  and  shall  consist,  as  nearly  as  may  be,  of  banks  of  similar  capi- 
talization.   The  groups  shall  be  designated  by  number,  by  the  chairman.** 

QBOTJFINO  OF  BANKS. 

In  accordance  with  the  above  provision  the  organization  cominittee  will 
divide  the  banks  of  your  district  into  three  groupa 

Oioup  No.  1  will  contain  approximately  one-third  of  the  aggregate  number 
of  banks  in  your  district  and  will  be  composed  of  banks  of  the  largest  capituli- 
lation. 

Gn»ap  No.  a  will  include  approximately  one-third  of  the  aggregate  number 
of  banks  in  your  district  and  will  embrace  the  banks  having  the  next  largest 
capitalization. 

Group  No.  8  will  indade  approximately  one-third  of  the  aggregate  number  of 
banks  in  your  district,  being  composed  of  those  having  the  smallest  capital!- 
zadoiL 

While,  under  the  terms  of  the  statute,  banks  can  not  be  officially  grouped 
until  the  Federal  reserve  banks  are  incorporated,  that  is  to  say,  until  the 
organization  certificate  has  been  filed  with  the  Comptroller  of  the  Currency, 
an  analysis  has  been  made  of  those  banks  which  have  signified  their  intention 
to  subscribe  and  for  your  information  there  is  attached  hereto  as  "  Bxhibit  A*' 
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a  tentative  analysis  whlcli  will  sbow,  with  slight  variation,  the  group  to  which 
the  banks  of  each  of  the  several  districts  will  be  assigned. 

DISTRICT  BB8ERVE  ELEGTOBS. 


Section  4,  continuing,  reads  as  follows : 

"At  a  regularly  called  meeting  of  the  board  of  directors  of  each  member 
bank  in  the  district,  it  shall  elect  by  ballot  a  district  reserve  elector  and  shall 
certify  his  name  to  the  chairman  of  the  board  of  directors  of  the  Federal 
reserve  bank  of  the  district.  The  chairman  shall  make  lists  of  the  district 
reserve  electors  thus  named  by  banks  in  each  of  the  aforesaid  three  groups^ 
and  shall  transmit  one  list  to  each  elector  in  each  group." 

As  all  banks  are  required  to  send  in  their  subscriptions  not  later  than  May  8» 
it  is  expected  that  the  organisation  certificate  will  be  filed  with  the  Comptroller 
of  the  Currency  by  the  several  Federal  reserve  banks  immediately  thereafter, 
and  it  is,  of  course,  desirable  that  the  class  A  and  class  B  directors  should  be 
regularly  elected  as  soon  thereafter  as  possible,  and  the  class  C  directors 
appointed  by  the  Federal  Reserve  Board. 

Accordingly,  if  the  member  banks  will  arrange  to  hold  meetings  of  their 
directors  promptly,  after  the  Federal  reserve  banks  are  incorporated,  for  the 
purpose  of  electing  district  reserve  electors,  and  nominating  candidates  for 
class  A  and  class  B  directors,  the  organization  of  the  Federal  reserve  banks 
will  be  greatly  facilitated. 

'The  manifest  purpose  of  electing  district  reserve  electors  is  to  obviate  the 
necessity  of  convening  the  boai>ds  of  the  various  member  banks  in  order  to 
vote  on  the  nominees  and  as  no  elector  should  represent  more  than  one  bank 
it  is  suggested  that  each  member  bank  select  one  of  its  own  officers  or  directors 
to  act  in  this  capacity  . 

NOMINATION    OF    CANDIDATES. 

» 

Section  4.  continuing  further,  reads  as  follows : 

**  Bach  member  bank  shall  be  permitted  to  nominate  to  the  chairman  one 
sandidate  for  director  of  class  A  and  one  candidate  for  director  of  class  B. 
The  candidates  so  nominated  shall  be  listed  by  the  chairman,  indicating  by  whom 
uomlnnted.  and  n  copy  of  said  list  shall,  within  15  days  after  its  completion. 
()•  furnished  by  the  chairman  to  each  Sector." 

Under  the  Federal  reserve  act  the  organization  committee,  prior  to  the  selec- 
tion of  class  C  directors,  performs  the  duties  and  has  the  authority  of  the  class 
i)  director  who  is  chairman  of  the  board  of  each  Federal  reserve  bank. 

Undor  the  provisions  of  section  4,  directors  of  class  A  shall  be  chosen  by  and 
lio  rv^iresentative  of  the  stockholding  banks. 

DlriK^tors  of  class  B  shall,  at  the  time  of  their  election,  be  actively  engaged 
III  \\\p\v  district  in  commerce,  agriculture,  or  some  other  industrial  pursuit. 

Thf«  olootor  does  not  select  the  nominees  whose  names  are  to  be  placed  on  the 
bnUot  for  class  A  and  class  B  directorships,  but  the  sole  duty  of  the  elector 
Is  to  voti»  on  the  candidates  after  they  have  been  nominated. 

At  tUtf  SHnie  meeting  at  which  the  district  reserve  elector  is  elected,  each 
iM^nlN^r  bank  may  by  its  board  of  directors,  nominate  for  its  respective  group» 
H\ni*  cautlldate  for  class  A  and  one  candidate  for  class  B  directors 

iVmtldatos  for  class  A  should  be  lesldents  of  the  district  and  should,  be 
i^^wmMUatlvo  of  the  banks  of  the  district.  They  may  be  officers,  directors,  or 
Iivta^kholdprN  of  any  of  the  member  banks  located  in  the  district  and  need  not 
MMMMirtly  be  officers,  directors,  or  stockholders  of  any  bank  of  the  particular 
TJimTiO*  Imiiks  placing  them  in  nomination,  or  of  any  other  bank. 
*  i!»  iiitrt  manner,  directors  of  class  B  must  be  residents  of  the  district  and 


kk..vkkklmitlon  it  must  appear  inai;  savn  uuiuiutn;  »  uiou  t»iKai$eu  lu  vuv  uj.  wkt 
'^JIIiiu  ilMH^trtwl  by  the  statute.  Class  B  directors  can  not  be  stockholders, 
^T!SI!  tir  dln^ctors  in  any  bank. 

''    kw^ki  wlU  be  mailed  to  each  member  bank  In  each  district  for  use  in  re- 

f v^'W*  j^       organization  committee  (which,  until  the  selection  of  the  chair- 

>y^^>«  J>   '  lionrd  of  each  Federal  reserve  bank  by  the  Federal  Reserve  Board. 

„,*»y»  '^  "lulljii  place  of  the  said  chairman)  the  name  of  the  district  reserve 

x.K^'i^  *  .^^"^  tbo  n^'mlnees  of  class  A  and  class  B  directors. 
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When  these  forms  shall  have  been  received  by  the  organization  committee  a 
M  win  be  prepared  of  all  district  reserve  electors  and  mailed  to  each  elector 
In  each  district  in  compliance  with  the  statute. 

A  form  of  ballot  has  also  been  prepared  which  will  show  the  candidate  for 
?ltn  A  and  the  candidate  for  class  B  directors  of  each  group,  and  this  ballot 
will  be  sent  in  dne  course  to  each  district  reserve  elector,  in  order  that  his 
rote  may  be  cast  in  accordance  with  the  provisions  of  the  statute. 

Each  district  reserve  elector  will  indicate  on  this  ballot  his  first,  second, 
iQd  third  choices  for  one  director  of  class  A,  and  his  first,  second,  and  third 
cboices  for  one  director  of  class  B. 

The  ballot  furnished  will  show  all  nominees  of  the  group  and  the  name  of 
the  bank  nominating  each  candidate. 

Each  group  will  elect  one  class  A  and  one  class  B  director.  The  electors  will 
titerefore  vote  only  on  the  nominees  of  their  own  group,  and  not  on  all  the 
oominees  of  their  district 

Wben  these  ballots  have  been  received  by  the  organization  committee,  a  poll 
Kill  be  made  and  the  result  of  the  election  announced  as  early  as  practicable. 

When  this  announcement  has  been  made  and  the  Federal  Beserve  Board  has 
oamed  the  three  class  G  directors  in  each  district,  the  board  of  directors  of 
eich  Federal  reserve  banlc  will  be  immediately  convened  and  organized,  and 
this  board  will  then  adopt  such  by-laws  and  elect  such  officers  as  may  be  deemed 

m.LtfleaLjr. 

The  board  of  directors  of  each  Federal  reserve  bank  will  also  arrange  for 
proper  banking  quarters  and  for  the  employment  of  the  necessay  clerical  force 
in  order  to  place  the  banks  in  operation  as  early  as  possible. 

The  organization  of  the  Federal  reserve  banks  in  those  districts  whose  mem- 
ber iNinks  act  promptly  will  not  be  held  back  and  delayed  to  keep  pace  with 
the  organization  of  banks  in  other  districts  whose  member  banks  are  slow  in 
taking  action  and  in  making  their  returns  to  the  organization  committee. 

It  will  be  observed  from  the  foregoing  that  the  cooperation  and  prompt  action 
of  the  member  banks  is  important  in  order  to  have  the  Federal  reserve  banks 
ready  for  business  at  the  earliest  date  practicable. 
Respectfully. 

If.  C  Blliott, 
Secretary  Reserve  Bank  Organdaaiion  Committee, 

Exhibit  A. — Tentative  analysis  shotving  probable  groups  or  divisions  of  member 

banks  by  districts. 


1 

Group  No.  1. 

Group  Na  2. 

Oioap  No.  3. 

6 

Z 

•• 
w 

w 
c 

Federal  Reserve 
city. 

• 

II 

Aggregate  capital 

and  surphia  of 

each  member 

hank. 

■ 

II 
i 

148 
150 
252 
255 
158 
124 
319 
151 
230 
277 
244 
170 

Aggregate   capital    and 
sorpius  of  each  member 
baiOc. 

• 

and  surplus  of 

each  member 

bank. 

Boston 

148 
160 
253 
257 
160 
126 
319 
151 
230 
279 
245 
172 

1250,000  or  more. 
$190,000  or  more. 
$190,000  or  more. 
$150,000  or  more. 
$140,000  or  more. 
$130,000  or  more. 
$120,000  or  more. 
$100,000  or  more. 
$60,000 or  more.. 
$75,000  or  more. . 
$100,000  or  more. 
$120,000  or  more. 

Less  than  $250,000  bnt 

more  than  $120,000. 
Less  than  $190,000  bnt 

more  than  $70,000. 
Less  than  $190,000  bat 

more  than  $75,00a 
Less  than  $150,000  bat 

more  than  $60,000. 
Less  than  $140,000  bat 

more  than  $60,000. 
Less  than  $130,000  bat 

more  than  $60,000. 
Less  than  $120,000  bat 

more  than  $55,000. 
Less  than  $100,000  bat 

more  than  $60,000. 
Less   than   $60,000  bat 

more  than  $30,000. 
Less  than   $75,000  bat 

more  than  $40,000. 
Less  than  $100,000  bat 

more  than  $50,000. 
Less  than  $120,000  bat 

more  than  $56,000. 

148 
160 
252 
255 
168 
124 
319 
1(1 
230 

2n 

244 

170 

$120,000  or  less. 

New  York 

Phnadelpliia 

Cleveland 

Atlanta... 

rhiraro. . 

$70,UUO  or  less. 
$75,000  or  less. 
$60,000  or  less. 
$60,000  or  less. 
$60,000  or  less. 
$55,000  or  less. 

10 
11 

1-  ■■  ■  i^ftV  •...•.•.■> 

StLonb 

MlnneapoUs . . .. . 

Kansas  City 

Pallwi. . 

$60,000  or  less. 
$30,000  or  less. 
$40,000  or  less. 
$50,0(10  or  less. 

U 

8an  Frandaoo. . . 

$55,000  or  less. 
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,  Reserve  Bank  Obganization  Ck>MMiTTEE, 

W<ishington,  D.  C. 
Sib  :  In  the  circular  dated  May  6, 1914,  in  particular  reference  to  the  election 
of  class  A  and  class  B  directors  of  Federal  reserve  banks  the  following  soitence 
appears  at  the  bottom  of  page  2: 

"  Glass  B  directors  can  not  be  stockholders,  officers,  or  directors  in  any  bank.** 
This  sentence  should  read  as  follows: 

**  No  director  of  class  B  shall  be  an  officer,  director,  or  employee  of  any  bank.** 
Bespectfully» 

M.  C.  Elliott,  Secretary. 


Circular  No.  3.] 

Federal  Reserve  Board, 
Washington,  August  25,  1914, 

Sib:  You  are  requested  to  furnish  the  following  information  on  the  acconL' 
panying  form  for  the  use  of  the  reserve  bank  organization  committee  and  the 
Federal  Reserve  Board  in  connection  with  the  organization  of  the  Federal 
reserve  banks. 
This  information  is  not  intended  for  publication,  but  for  the  use  of  the  board. 
Please  supply  carefully  the  information  called  for  on  pages  2,  3,  and  4  and 
return  this  blank  promptly  in  the  inclosed  addressed  envelope,  which  requires 
no  postage.    Your  immediate  attention  to  this  request  will  facilitate  the  de- 
termination of  the  questions  involved  and  will,  it  is  hoped,  enable  the  board  to 
develop  plans  to  accomplish  the  results  desired  with  the  least  inconvenience. 
Respectfully, 

M.  0.  Elliott, 
Secretary  Reserve  Bank  Organization  Committee, 

Secretary  pro  tetwpore  Federal  Reserve  Board. 

NOICBESBBVE  OITT  BANKS. 

Statement  of  condition  of National  Bank  of at  the  close  of  busi- 

( City  and  State.) 

ness  on  the  31st  day  of  August.  1914. 

liabilities. 

Capital  stock,  surplus,  and  undivided  profits $ 

Time  deposits  (including  all  deposits  not  payable  for  30  days  or  more, 
4ind  all  deposits  which  are  subject  to  30  days*  notice — that  is,  upon 

"Which  the  bank  may  require  30  days*  notice  before  withdrawal) 

l>emand    deposits 

Bills   payable 

Circulation  outstanding: 

Secured  by  United  States  bonds 

Secured  otherwise  than  by  United  States  bonds 

Bank  balances 

All  other  liabilities 


Total 

resources. 

Ix>ans,  discounts,  and  overdrafts 

BoEMls  and  other  securities 

Banking  house,  real  estate,  furniture,  and  fixtures 

United  States  bonds  to  secure  circulation 

United  States  bonds  to  secure  deposits 

Balances  with  approved  reserve  agents  and  counted  as  reserve   (give 
name  of  city  and  amount  carried  in  each  city) : 

Five  per  cent  redemption  fund 

Cash  items 

Cash: 

Gold  or  gold  certificates 

National  bank  notes 

United  States  legal  tender  notes 
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Gasb— Continued. 

Silver  and  silver  certificates 

Minor  coin : 

All  other  assets : 

Total 

Statement  of  condition  of National  Bank  of  as  it  will  appear 

(City  and  State.) 
if  first  installment  of  1  per  cent  of  capital  and  surplus  had  been  paid  on 
sobscription  to  the  stock  of  the  Federal  reserve  hank  of  its  district  on  same 
date  as  is  shown  in  statement  of  condition  on  opposite  page;  and  if  new 
reserve  requirements  had  at  that  time  gone  into  effect,  and  transfer  of  pro- 
portionate amount  of  reserve  had  been  made  to  the  Federal  reserve  bank  of 
its  district 

Non. — While  capital  stock  payments  and  reserve  transfers  need  not  be  made  simul- 
taoeously,  for  the  purposes  of  this  statement  it  will  be  assumed  they  will  be  so  made. 

LIABILITIES. 

Capital  stock,  surplus,  and  undivided  profits $ 

Time  deposits 

Demand  deposits 

Bills  payable * 

Circulation  outstanding: 

Secured  by  United  States  bonds 

Secured  otherwise  than  by  United  States  bonds 

Bank  balances 

All  other  liabilities 


T6tal 

BE80UBCB8. 

lioanSk  discounts,  and  overdrafts 

Bonds  and  other  securities 

Banking  hopse,  real  estate,  furniture,  and  fixtures 

United  States  bonds  to  secure  circulation 

United  States  bonds  to  secure  deposits 

Reserve  balances: 

With  Federal  reserve  bank  (not  less  than  one-sixth  of  total  reserve 
required) 

With  approved  reserve  agents  (give  names  of  cities)  — 

Kve  per  cent  redemption  fund 

Out  items 

Cash: 

(Sold  or  gold  certificates 

Nlational  bank  notes 

United  States  legal  tender  notes 

Silver  and  silver  certificates -» 

Minor  coin 

Federal  reserve  bank  stock  (amount  of  first  installment — that  is,  1  per 
c«it  of  your  capital  and  surplus) 

All  other  assets 


Total 

STOCK  SUBSCRIPTIONS. 

Please  state  from  what  city  or  cities  you  would  probably  withdraw  bal- 
ances in  order  to  pay  the  first  installment  of  your  subscription  to  the 
capital  stock  of  the  Federal  reserve  bank  of  your  district,  giving 
amount,  if  any,  that  you  would  probably  withdraw  from  each  city 

Please  state  what  amount  of  the  first  installment  of  your  subscription  to 
capital  stock  you  would  probably  pay  in  gold  or  gold  certificates  out  of 
funds  in  your  own  vaults 
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Please  state  wbat  amount,  If  any,  you  would  probably  withdraw  from 
approved  reserve  agents  In  order  to  make  transfer  of  required  reserve 
to  the  Fed^^i  reserve  bank  of  your  district  If  call  were  made  and  new 
reserve  requirements  became  effective  at  any  time  within  90  days 
from  date 

Please  give  names  of  cities  from  which  such  withdrawals  would  probably 
be  made,  showing  amount  you  would  probably  withdraw  from  each 
city 

Please  state  what  amount  you  would  probably  transmit  from  your  own 
vaults  in  cash  to  the  Federal  reserve  bank  to  meet  new  reserve  require- 
ments  

Please  state  what  amount,  if  any,  you  would  probably  desire  to  rediscount 
with  the  Federal  reserve  bank  of  your  district  in  order  to  pay  part  of 
your  reserve  In  eligible  paper 

Nora. — In  answereing  the  foregoing  questions  it  may  be  assumed  that  payment  of  sab- 
scrlptlon  and  transfer  of  reserve  are  made  simnltaneonsly. 

.  I, ,  of  the  above-named  bank,  do  solemnly  swear  (or  affirm) 

(Cashier  or  president.) 
that  the  foregoing  statement  is  true,  and  fully  and  correctly  represents  the  true 
state  of  the  several  matters  therein  contained,  to  the  best  of  my  knowledge. 
Information,  and  belief. 

{Cashier. 
President. 


(Name  of  bank.) 


(City  and  State.) 
State  of ,  County  of ; 

Sworn  to  and  subscribed  before  me  this  day  of  ,  1914;  and  I 

hereby  certify  that  I  am  not  an  officer  or  a  director  of  this  bank. 

[SEAL.1  ^ ,  Notary  Public. 

SEFOBTS  OF  THE  GOLD  FUND  FBEUMINABT  COMMITTEE. 

Circular  No.  4.] 

Washington,  D.  C,  September  4,  J91J^. 

To  the  honorable  the  Secretary  of  the  Treasury  and  the  Federal  Reserve  Board. 

SiBS :  The  committee  appointed  by  the  conference  of  bankers  appreciates  the 
desirability  of  relieving  the  present  international-exchange  situation  and  par- 
ticularly of  regulatii\g  the  outflow  of  gold.  The  committee  at  the  same  time 
realizes  the  necessity  of  promptly  meeting  the  obligations  of  banks,  corporations, 
and  individuals  to  Burope,  thereby  maintaining  the  high  credit  of  this  country 
and  demonstrating  its  ability  to  meet  its  obligations. 

For  this  purpose  and  with  this  object  in  view,  this  committee  recommends  to 
the  Federal  Reserve  Board  the  following  plan : 

That  the  banks  of  this  country,  especially  those  located  in  reserve  and  central 
reserve  cities,  be  requested  to  contribute  to  a  gold  fund  of  $160,000,000,  of  which 
$25,000,000  to  be  immediately  paid  into  the  depository  of  the  Bank  of  England 
In  Canada,  for  which  a  participation  deposit  receipt  will  be  furnished  to  each 
contributing  bank.  The  remainder  of  the  contributed  amounts  to  be  subject  to 
call  by  the  New  York  committee  through  the  local  committees  of  the  respective 
cities  and  to  be  paid  for  in  New  York  exchange. 

Said  New  York  committee  to  be  appointed  by  the  New  York  Clearing  House 
Association  and  said  local  committees  to  be  appointed  by  the  clearing-house  asso- 
ciations of  the  respective  contributing  cities.  The  committee  appointed  by  the 
New  York  Clearing  House  Association  to  be  charged  with  the  duty  of  handling 
the  said  fund,  of  fixing  the  price  at  which  foreign  exchange  Is  to  be  bought  and 
sold,  and  is  to  make  requisition  from  time  to  time  upon  the  respective  contribut- 
ing cities  through  the  local  committees  thereof.  Said  local  committees  shall 
have  supervision  in  the  respective  cities  of  the  shipments  and  general  with- 
drawals of  gold. 
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This  committee  recommends  that  the  Federal  Reserve  Board  take  steps  to 
ascertain  the  amount  of  gold  that  will  be  oontribated  by  the  banks  In  the 
respectlTe  cities  and  that  it  use  its  influence  to  have  the  said  banks  contribute 
their  proper  pro  rata. 
Respectfully, 

James  B.  Fobgan. 

S.  Wexleb. 

Ben  J.  Strong,  Jr. 

Thomas  P.  Beal. 

Tj.  Iu  Rue. 

Washington,  September  19,  1914. 
To  the  honorable  the  Secretary  of  the  Trea9ury  and  the  Federal  Reserve  Board, 

Gentlemen  :  Referring  to  the  recommendations  contained  in  our  communica- 
tion of  September  4 : 

We  have,  in  compliance  with  your  suggestion,  given  further  consideration  to 
the  present  international  exchange  situation,  taking  into  account  the  changed 
conditions  arising  from  the  completion  of  plans  t'or  meeting  the  obligations  of 
the  city  of  New  York  payable  in  Europe. 

This  conmiittee  is  of  the  opinion  that  the  continuance  of  the  high  credit  of 
this  country  abroad  will  be  demonstrated,  .and  that  normal  conditions  of  the 
foreign  exchange  market  will  best  be  reestablished  by  the  prompt  creation  of  a 
large  gold  fund  for  export  if  necessary,  as  suggested  in  our  former  report.  We 
therefore  recommend  that  the  central  reserve  and  reserve  city  banks  of  the 
tTnlted  States  (both  national  and  State  institutions)  be  requested  to  contribute 
to  a  gold  fund  of  $100,000,000  instead  of  $150,000,000,  as  originally  proposed. 
Of  this  amount,  $25,000,000  should  be  made  immediately  available.  The  admin- 
istration of  the  fund  should  be  conducted  by  a  resident  committee  in  the  city 
of  New  York,  where  the  principal  foreign  exchange  transactions  of  the  country 
take  place,  and  we  suggest  that  the  recommendation  of  the  Clearing  House 
Association  of  the  City  of  New  York  for  the  appointment  of  the  following  gen- 
tlemen as  such  committee  be  approved,  namely :  Albert  H.  Wiggin,  chairman ; 
Winiam  Woodward,  J.  S.  Alexander,  Francis  L.  Hlne,  Benjamin  Strong,  jr.. 
P.  A.  Vanderlip. 

We  propose  to  arrange  the  details  of  the  plan  of  administration  with  the 
New  York  committee  so  that  the  requirements  of  all  parts  of  the  United  States 
for  foreign  exchange  will  be  fairly  and  impartially  dealt  with ;  and  we  suggest. 
In  the  event  of  any  complaint  on  the  part  of  any  contributor  to  the  fund  in  con- 
nection with  the  distribution  or  use  thereof,  your  board  shall  appoint  a  com- 
mittee of  bankers  to  pass  upon  any  such  question,  whose  decision,  under  such 
rules  and  regulations  as  you  may  prescribe,  shall  be  final. 

We  further  recommend  that  the  national  and  State  banking  institutions  in 
the  central  reserve  and  reserve  cities  of  the  United  States  be  requested  by  yon 
to  contribute  to  this  fund,  due  regard  being  given  to  their  present  holdings  of 
gold  as  recently  ascertained  by  your  direction. 

As  recommended  in  our  report  of  September  4,  we  believe  that  a  committee 
representing  the  clearing-house  association  of  each  central  reserve  and  reserve 
dty  should  apportion  in  its  district  the  amounts  and  supervise  the  payments  of 
gold  or  gold  certificates  for  the  creation  of  this  fund,  and  we  therefore  suggest 
that  you  address  a  letter  to  the  chairman  of  the  clearing-house  committee  in 
each  of  those  cities  recommending  the  appointment  of  such  a  committee,  urging 
prompt  cooperation  in  this  plan  and  stating  the  amount  of  gold  which  you  may 
consider  to  be  the  proper  quota  to  be  furnished  by  that  city. 

In  order  to  facilitate  the  transfer  of  gold  or  gold  certificates  to  New  York 
by  the  contributing  banks,  it  is  recommended  that  they  be  permitted  to  deposit 
their  contributions  with  the  nearest  subtreasury  of  the  United  States,  and 
that  all  expenses  incident  to  transfers,  whether  made  through  subtreasurles 
or  otherwise,  shall  be  an  expense  of  the  fund  and  shall  not  be  borne  by  the 
respective  contributors. 

The  committee  representing  the  New  York  Clearing  House  Association  should 
have  authority  to  call  upon  the  contributors  for  gold  or  gold  certificates  from 
time  in  Installments  as  required  (provided,  that  the  contributors  shall  not  bo 
called  upon  to  pay  any  portion  of  nn  Installment  which  may  make  their  invest- 
ment In  the  fund  at  any  one  time  exceed  25  per  cent  of  their  original  contribu- 
tion), to  arrange  for  shipments  of  gold  to  other  countries,  to  sell  exchange  and 
cable  transfers  against  such  shipments  at  such  prices  as  they  may  fix.  to  de- 
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termine  to  whom  and  under  what  conditions  foreign  exchange  may  be  sold,  to 
distribute  the  proceeds  of  such  sales  among  the  contributing  banks  in  New 
York  funds,  and  to  fix  a  date  for  the  termination  and  final  settl^nent  of  the 
fund.  We,  therefore,  recommend  that  the  gold  or  gold  certificates  be  deposited 
in  trust  for  the  contributors  in  the  vaults  of  the  Clearing  House  Association  of 
the  City  of  New  York,  subject  to  the  control  of  the  New  York  committee,  and 
that  such  committee  issue  to  each  contributing  bank  a  certificate  evidencing  its 
contribution.  The  proceeds  of  sales  of  exchange  may  then  be  distributed  by  the 
committee  among  the  contributing  banks  in  New  York  funds  and  the  amount  of 
such  repayment  indorsed  upon  each  certificate. 

We  have  recommended  that  contributors  to  the  fund  be  confined  to  the  banks 
and  trust  companies  in  the  central  reserve  and  reserve  cities,  so  that  banks 
which  are  members  of  the  Federal  reserve  system  may  make  their  payments  at 
the  time  of  the  organization  of  the  Federal  reserve  banks  out  of  their  own 
cash. 

We  attach  forms  for  pledges  to  be  signed  by  contributing  institutions  and 
certined  resolutions  to  be  passed  by  their  boards  of  directors  or  trustees.  In 
case  the  plan  should  meet  with  your  approval,  we  respectfully  suggest  that  yoo 
inclose  copies  of  these  forms  in  your  letter  to  be  addressed  to  the  presidents  of 
the  clearing-house  associations. 

Reepectfully  submitted. 


(Signed) 


Jas.  B.  Foboan,  Chicago, 
Levi  I^.  Rub,  Philadelphia, 
Benjamin  Stbono,  Jr.,  New  York, 
Thomas  P.  Beal,  Boston, 
Sol  Wexleb,  New  Orleans, 

Committee. 


',  September  — ,  1914' 


The  undersigned  banks  and  trust  companies  hereby  subscribe  to  a  fund  of 
$100,000,000,  to  be  payable  in  gold  or  gold  certificates,  and  to  be  held  and  ad- 
ministered in  accordance  with  the  terms  of  a  report  dated  September  19,  1914, 
made  by  a  committee  representing  central  reserve  and  reserve  city  banks  of  the 
United  States,  a  copy  of  which  report  is  attached  hereto.  The  amount  pledged 
for  contribution  by  each  of  the  undersigned  institutions  is  set  opposite  the 
signature  of  a  duly  authorized  officer  thereof  affixed  hereto,  and  such  pledge  is 
made  by  authority  of  a  resolution  of  the  board  of  directolrs  or  board  of  trustees 
(or  a  duly  authorized  committee  thereof)  of  each  of  the  undersigned. 


Name  of  bank  or  trust  company. 


Amount  of 
ptodfe. 


Circular  No.  5.] 

Lbtteb  to  Presidents  of  Cleabing  House  Associations  Relative  to  Gold 

Fund. 

The  President  Clearing  House  Association, 


At  the  invitation  of  the  Secretary  of  the  Treasury  and  the  Federal  Reserve 
Bonrd  a  conference  of  delegates  from  clearing  house  associations  was  held  at 
the  Treasury  Department  in  Washington  on  September  4  for  the  purpose  of 
considering  problems  growing  out  of  the  extraordinary  derangement  of  ottr 
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foreign  exchange  markets  following  the  outbreak  o/  the  European  war.  This 
conference,  after  a  day's  deliberation,  appointed  a  bankers*  committee,  charged 
with  the  duty  of  recommending  to  the  board  a  plan  for  dealing  with  this  situa- 
tion. The  committee  so  named  submitted  on  September  4  its  first  report,  which 
advised  the  creation  of  a  gold  fund  of  $150,000,000.  This  recommendation, 
owing  to  changes  in  the  situation,  was  modified  in  a  subsequent  report,  dated 
September  19,  favoring  the  creation  of  a  gold  fund  of  $100,000,000,  to  be  con- 
tributed by  the  banks  and  trust  companies  located  In  central  re^ene  and 
reserve  cities. 

The  board  has  carefully  considered  the  committee's  report,  and  concurs  in 
Its  (*oncli!sions  and  recommendations.  The  board  is  convinced  of  the  necessity 
of  any  adequate  plan  of  national  cooperation  to  meet  a  situation  which  is  of 
Dfltional  dimensions,  and  it  has  no  hesitation,  therefore,  in  giving  Its  approval 
to  the  plan  proi)OBed  by  the  committee,  and  recommends  vour  earnest  coopera- 
rion. 

The  board  shares  the  committee's  belief  that  the  creation  of  a  large  gold 
fund  at  this  Juncture  will  have  a  far-reaching  effect  for  good  and  will  prove 
in  effective  factor  in  restoring  confidence,  in  bringing  relief,  in  protecting  and 
nrengthenlng  the  country's  credit,  and  In  faclitatlng  the  exportation  of  our 
products. 

The  board  therefore  recommends  that  your  association  appoint  a  committee 
to  secure  from  the  national  banks  and  State  banking  institutions  of  your  city 

mbscriptions  aggregating  $ to  the  proposed  gold  tund.    The  board  regards 

this  amount  as  the  fair  quota  to  be  raised  in  your  city,  based  upon  the  holdings 
of  gold  and  gold  certificates  by  the  central  reserve  and  reserve  cities  as  recently 
aseertained.  The  allotments  provide  a  fair  margin  above  the  total  amount 
named.  Any  sums  pledged  In  excess  of  $100,000,000  will  be  applied  to  a  pro 
rata  reduction  of  all  subscriptions  to  the  fund. 

Forms  of  subscriptions  and  certified  resolutions  to  be  executed  by  participat- 
ing institutions  have  been  prepared  by  the  bankers'  committee  and  are  for- 
warded herewith.  This  board  reconunends  that  the  sums  specified  be  pledged 
as  promptly  as  possible  and  that  you  send  the  pledges  and  resolutions,  duly 
executed,  to  the  secretary  of  the  Federal  Reserve  Board  at  Washington,  D.  C, 
in  order  that  they  may  be  available  for  the  committee  not  later  than  October  1. 

For  the  terms  and  conditions  upon  which  the  subscriptions  to  the  proposed 
gold  fund  are  made  your  attention  Is  particularly  called  to  the  report  and  plan 
ilgned  by  the  bankers'  committee  and  handed  to  you  herewith. 
Bespectfully, 

C.  S.  EUmlin, 
Oavemor  Federal  Reserve  Board, 

I  am  in  accord  with  the  views  of  the  Federal  Reserve  Board  and  recommend 
the  adoption  by  the  banks  of  the  proposed  plan. 

W.  G.  McAdoo, 
Secretary  of  the  Treasury, 
Washihqton,  D.  C,  September  21,  19 14- 

(1  inclosure.) 


Bank, 


,  September  — ,  t9H, 

On  motion  it  was  resolved  that  the  president,  vice  president,  cashier,  or 
treasurer,  or  any  one  of  them,  be,  and  he  hereby  Is,  authorized,  in  behalf  of  this 

bank  (company)  to  subscribe dollars,  payable  in  gold  or  gold  certificates, 

to  a  gold  fund  to  be  created  and  administered  In  accordance  with  the  terms  set 
forth  in  the  report  of  the  committee,  dated  September  19,  1014,  appointed  by 
the  delegates  to  the  conference  of  clearing-house  associations  of  the  central 
reserve  and  reserve  cities  held  in  Washington  on  September  4.  which  committee 
recommended  that  a  gold  fund  of  $100,000,000  be  contributed  by  the  banks  (both 
National  and  State  institutions)  located  in  such  cities,  said  report  having  been 
approved  by  the  Federal  Reserve  Board,  as  set  forth  In  their  letter  of  Septem- 
ber 21,  1914. 

I  hereby  certify  that  the  above  is  a  true  extract  of  the  minutes  of  a  meeting 
of  the  board  of  directors  or  trustees  oi*  of  a  duly  authorized  committee  thereof 
of  the ,  held ,  September  — ,  1914. 

[seal.]  , 

Secretary  of  the  Board. 
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Circular  No.  6.] 

Fedebal  Resebvk  Boabd, 
Washington,  D.  0.,  October  5,  191Ji. 

In  order  to  promote  a  desirable  uniformity  in  the  organization  of  the  Federal 
reserve  banks,  the  Federal  Reserve  Board  presents  for  consideration  by  the 
boards  of  directors  a  draft  of  tentative  by-laws  and  a  chart  giving  the  outline 
of  a  tentative  organization  for  the  banks.  Neither  the  by-laws  nor  the  chart 
have  been  finally  approved  by  the  Federal  Reserve  Board.  They  repres^it 
the  work  of  certain  experts  who  were  appointed  by  the  organization  committee 
to  examine  into  the  details  of  organization.  They  are,  therefore,  offered  simply 
as  a  basis  for  further  suggestions  to  be  made  by  the  boards  of  directors  of  the 
Federal  reserve  banks. 

When  full  consideration  has  been  given  to  them,  and  such  suggestions  or  modi- 
fications as  may  be  recommended  have  been  transmitted  to  the  Federal  Reserve 
Board,  the  board  will  appoint  a  subcommittee  to  formulate  standard  by-laws 
to  be  recommended  to  the  several  boards  of  directors,  subject  to  their  approval. 
In  like  manner  the  board  will,  after  full  consideration  of  all  suggestions  that 
may  come  to  it  from  the  several  boards,  present  a  standard  form  of  organization 
to  be  followed,  so  t&r  as  practicable,  by  each  bank. 

The  organization  chart,  already  mentioned.  Is  Inclosed. 

The  tentatlvQ  draft  of  by-laws  referred  to  above,  follows : 


By-Laws  of  the  Fedebal  Reserve  Bank  of  . 

preamble. 

As  provided  in  its  certificate  of  organization,  dated  ,  the  name  of  this 

bank  shall  be  the  Federal  Reserve  Bank  of ,  and  it  shall  do  businesB  in 

the  city  of ,  State  of ,  and  serve  the  territory  known  as  FMeral 

reserve  district  .    It  was  duly  authorized  to  commence  business  by  tlie 

Comptroller  of  the  Currency,  under  date  of ^. 

ARTICI.E  I. — Directors, 

SionoN  1.  Number  and  quorum, — ^The  number  of  directors  shall  be  nine.  A 
majority  of  the  directors  shall  constitute  a  quorum. 

Sec.  2.  Classes. — ^The  board  of  directors,  as  provided  by  law,  shall  be  divided 
into  three  classes — ^A,  B,  and  C.  At  its  initial  meeting  each  class  shall  designate 
one  member  of  its  class  whose  term  of  office  shall  expire  one  year  after  the  first 
day  of  January  nearest  the  date  of  such  initial  meeting;  in  like  manner,  one 
whose  term  shall  expire  in  two  years,  and  one  in  three  years.  Thereafter,  the 
term  of  office  of  each  director  shall  be  three  years. 

Seo.  8.  Vacancies, — Vacancies  shall  be  filled  and  successors  elected  in  the 
manner  provided  by  law. 

Sec.  4.  Meetings, — There  shall  be  a  stated  meeting  of  the  board  every , 

at o'clock  a.  m.,  or.  If  that  day  be  a  holiday,  on  the  first  preceding  day  not  a 

holiday. 

The  chairman  of  the  board  shall  be  empowered  to  call  a  special  meeting  at 
any  time,  or  upon  the  written  request  of  any  three  directors,  or  whenever  re- 
<]nested  so  to  do  by  the  president. 

Seo.  5.  Powers. — ^The  board  of  directors  shall,  subject  to  the  approval  of  the 
Federal  Reserve  Board,  fix  the  compensation  and  define  the  duties  (other  than 
those  herein  provided  for)  of  officers,  clerks,  and  employees  of  the  bank.  It 
shall  duly  provide  for  the  expenses  of  the  Department  of  Federal  Reserve  Agent 
and  for  the  pro  rata  amount  of  expenses  of  the  Federal  Reserve  Board  and  the 
Federal  Advisory  Council. 

Sec.  G.  Order  of  business. — ^The  following  shall  be  the  order  of  business  at 
each  r^ular  meeting  of  the  board: 

1.  Reading  or  inspection  of  minutes  of  the  last  regular  meeting. 

2.  Report  of  the  governor,  Incldlng  Information  concerning  banking  and  busi- 
ness conditions  in  the  district. 

3.  Report  of  the  secretary-treasurer,  or  cashier,  including  detailed  summary 
of  all  business  transacted  since  last  regular  meeting  and  statement  of  present 
condition,  the  latter  to  include — 

(a)  All  official  correspoudoice  received  from  Federal  Reserve  Board. 
ib)  Statement  of  all  loans,  rediscount;^  investments,  and  purchases. 
(0)  Weekly  statement  of  condition  of  Federal  Reserve  Board. 
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id)  Summary  of  condition  of  meajiter  iMJiks. 
(e)  Minnies  of  meetings  of  boards  of  directors  of  branches,  if  nny. 
4b  Committee  reports. 
5.  Unflnlshed  business. 

8.  Discount  policy  and  formulation  of  reik>rt  to  Federal  Reserve  Board  on 
reasms  for  same. 
7.  New  business. 

Abtigue  II. — B^ecutive  committee. 

Section  1.  Hotc  constituted. — ^There  shall  be  an  executive  committee  consist- 
ing of  the  governor,  the  Federal  reserve  agent,  and  one  director  of  class  A  or  B. 
Such  director  shall  be  elected  by  the  board  to  serve  for  a  period  not  to  exceed 

^  months,  and  his  successors  sliaU  be  chosen  in  rotation  until  each  member 

of  classes  A  and  B  shall  have  served  or  shall  have  been  given  an  opportunity  to 
serve.  The  board  shall  elect  each  month  an  alternate  for  service  on  the  execu- 
tive committee,  who  shall  be  authorized  to  act  in  the  absence  or  disability  of  the 
member  first  chosen. 

Sfia  2.  Meetings. — ^The  executive  committee  stiall  liold  meetings  upon  call  of 
the  chalnman  and  shall  cause  to  be  kept  minutes  of  all  such  meetings  held  by  it, 
which  shall  be  read  and  approved  by  members  of  the  board  at  the  next  succeed- 
ing meeting  of  the  board. 

Sec.  3.  Powers. — Subject  to  the  regulations  of  the  board  of  directors  and  of 
the  Federal  Reserve  Board,  the  executive  committee  shall  have  the  following 
powers: 

1.  To  pass  upon  all  commercial  paper  submitted  for  discount. 

2.  To  initiate  open  market  transactions. 

3.  To  recommend  to  the  board  of  directors,  from  time  to  time,  changes  in  the 
discount  ratea 

4.  To  buy  and  sell  securities. 

5.  To  apply  for  and  provide  for  the  security  of  such  Federal  reserve  notes  as 
may  be  necessary  for  the  general  requirem&its  of  the  bank. 

6.  To  employ  clerks  and  other  subordinates,  to  define  their  duties,  and  to  fix 
their  compensation. 

Abtigle  III. — Officers. 

Sbction  1.  The  officers  to  be  chosen  by  the  board  of  directors  shall  be  a  gov- 
ernor, a  first  and  a  second  vice  governor,'  a  secretary -treasurer,*  and  such  other 
ofllcers  as  the  board  may  from  time  to  time  determine.  They  shall  hold  office 
during  the  pleasure  of  the  board. 

Ssa  2.  Chairma/n. — ^The  chairman  of  the  l)oard  shall  preside  at  all  meetings 
thereof.  He  sliall,  together  with  the  officers  of  the  bank,  have  supervision  of 
all  credit  records  and  data  concerning  meml)er  banks  and  l)orrowers  which  may 
be  compiled  from  reports  and  examinations  of  such  banks.  All  reports  and 
statements  made  to  the  Federal  Reserve  Board  shall  be  submitted  to  the  chair- 
maa  and  shall  be  countersigned  by  him  as  Federal  reserve  agent.  AD  exami- 
nations of  member  banks  made  on  behalf  of  the  Federal  Reserve  Board  shall 
be  conducted  under  his  general  direction  as  such  agent. 

Sbc.  3.  Deputy  Federal  reserve  agent. — In  the  absence  or  disability  of  the 
chairman,  as  such,  or  as  Federal  reserve  agent,  his  powers  shall  be  exercised 
and  his  duties  performed  by  the  deputy  Federal  reserve  agent.  Subject  to  the 
rules  and  regulations  of  the  Federal  Reserve  Board  and  the  direction  of  the 
Federal  reserve  agent,  such  deputy  shall  represent  the  bank  in  examinations  of 
member  banks  and  shall  perform  such  other  duties  as  may  be  assigned  to  him. 
In  case  of  the  absence  or  disability  of  l>oth  the  Federal  reserve  agent  and  his 
deputy,  ^e  third  member  of  class  G  of  the  board  of  directors  shall  act  as  chair- 
man and  Federal  reserve  agent  pro  tem. 

Sec.  4.  The  governor. — ^The  governor  shall  have  general  charge  of  the  bank 
and  shall  preside  at  all  meetings  of  the  executive  committee,  subject,  however, 
to  such  rules  and  regulations  as  may  be  incorporated  herein  or  from  time  to 
time  promulgated  by  the  board  of  directors.  He  sliall  have  power  to  make  any 
and  all  transfers  of  securities  of  the  bank  which  may  l)e  authorized  to  be  sold 

^The  board  maj  fix  an  appropriate  term. 

*  The  number  of  vice  governors  will  depend  upon  tlie  size  of  the  banlc  and  the  char- 
acter of  its  work. 
'The  title  of  cashier  may  be  preferred. 
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by  the  executive  committee  and  slu.ll.  Jointly  with  the  secretary-treasurer, 
sign  all  certificates  of  stock  of  the  bank. 

In  all  cases  where  the  duties  of  subordinate  officers  and  ag<ents  of  the  bank 
are  not  specifically  prescribed  by  the  by-laws  or  the  board  of  dlrectCMrs,  they 
shall  be  the  duties  specified  by  and  instructions  of  the  governor.  The  governor 
may,  with  or  without  the  advice  of  the  executive  committee,  suspend  or  remove 
any  employee  of  the  bank,  subject,  however,  to  a  hearing  before  said  committee. 

•  The  secretary-treasurer  shall  have  custody  of  the  seal  of  the  bank,  with 
power  to  aflfix  the  same  to  certificates  of  stock  and  other  instruments,  as  may 
from  time  to  time  be  required. 

Sec.  5.  'The  vice  governors. — In  case  of  the  absence  or  disability  of  the  gov- 
ernor, his  powers  shall  be  exercised  and  his  duties  discharged  by  the  first 
vice  governor,  and,  in  the  absence  or  disability  of  the  latter,  by  the  second  vice 
governor.  In  the  event  of  the  absence  or  disability  of  all  three  the  board  of 
directors  shall,  by  a  majority  vote  of  its  members;  appoint  a  director  governor 
pro  tern. 

Article  IV. — Counsel, 

Sec.  6.  The  secretary-treasurer^ — ^The  secretary-treasurer  shall  carry  out  the 
instructions  of  the  board  of  directors  regarding  the  custody  of  all  moneys  received 
and  paid  out  on  account  of  the  bank.  He  shall,  jointly  with  the  governor,  have 
custody  of  all  investments  of  the  bank.  He  shall  keep  the  minutes  of  all  board 
meetings  and  of  all  committees  of  the  board. 

Section  1.  The  board  of  directors  shall,  upon  such  terms  as  it  may  prescribe, 
appoint  a  counsel  who  shall  represent  the  bank  in  such  matters  as  may  be 
assigned  to  him,  and  shall  approve  all  legal  Instruments. 

Article  V. — Auditor. 

Section  1.  The  board  shall  appoint  an  auditor,  who  shall  be  subject  to  its 
direction  and  to  that  of  the  Federal  reserve  agent,  and  shall  make  a  weekly 
report  direct  to  the  board  of  directors  of  the  Federal  reserve  bank,  givhig  a 
full  statement  of  conditions  based  upon  his  audit.  The  auditor  Ediall  have 
charge  of  the  internal  auditing  of  the  bank,  the  reconciliation  of  accounts,  the 
periodical  examination  of  branches,  a^nd,  in  general,  the  audit  of  all  transact 
tions,  expenses,  receipts,  and  disbursements. 

Article  VI. — Bonds. 

Subject  to  the  rules  and  regulations  of  the  Federal  Reserve  Board,  the  board 
of  directors  shall  provide  all  bonds  necessary  to  cover  officers  and  clerks  of  the 
bank. 

Article  VII. — Branches. 

All  branches  established  by  the  board  shall  conduct  business  in  the  manner 
prescribed  for  the  main  office  and  pursuant  to  such  by-laws,  rules,  regulations^ 
and  directions  fis  may  from  time  to  time  be  promulgated  by  the  directors  and 
officers  of  the  bank  but  subject  to  the  approval  of  the  Federal  Reserve  Board. 

Article  VIII. — Information, 

Section  1.  All  persons  employed  by  the  bank  shall  keep  Inviolate  its  business 
affairs  and  concerns  and  shall  not  disclose  or  divulge  the  same  to  any  unau- 
thorized person  whomsoever.  Any  employee  who  shall  give  information  con- 
trary to  this  by-law  shall  be  liable  to  immediate  dismissal. 

Sec  2.  The  action  or  policy  of  the  board  and  of  the  executive  committee  shall 
not  be  expressed  by  any  individual  member,  except  by  its  duly  authoriased 
officers  after  formal  action  by  the  whole  board. 

Sec.  3.  For  the  information  of  member  banks  and  the  public  there  shall  be 
maintained  in  the  office  of  the  secretary-treasurer  a  bulletin  board,  upon  which 
shall  appear  the  current  rates  of  discount  established  by  the  directors  and  such 
other  information  as  they  may  deem  it  desirable  to  make  public. 

^  The  title  of  cashier  may  be  preferred. 
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Abticle  IX. — Certificates  of  stock. 

'    '  '  > . 

All  certificates  of  stock  shall  be  signed  by  the  president  and  secretaiyv 
treflsarer  and  bear  the  corporate  seal. 

Abticle  X. — Transfers, 

No  transfer  shall  be  permitted,  except  upon  the  surrender  of  the  outstanding 
certificate  of  stock  or  scrip,  and  no  new  certificate  shall  be  issued  until  the 
former  certificate  is  canceled ;  but  the  board  of  directors  may  authorize  the 
issue  of  a  duplicate  in  place  of  a  lost  certificate,  taking  a  satisfactory  bond  of 
iodenmity.  It  shall  be  the  duty  of  the  Federal  reserve  agent  to  register  the 
stock  or  scrip  of  the  bank. 

Abticle  XI. — Amendments, 

These  by-laws  may  be  amended  at  any  regular  meeting  of  the  board  by  a 
majority  vote  of  the  entire  board;  provided,  however,  that  a  copy  of  such 
amendiuent  shall  have  been  delivered  to  each  member  at  least  10  days  prior  to 
such  meeting.^ 

Circular  No.  6a.] 

Dbaft  of  By-Laws  Recommended  bt  the  Oommittee  on  Legal  Mattebs  and 
Pbocedube  Appointed  at  the  Ck>NFEBENCE  of  Dibectoes  of  Federal  Besebve 
Banks  with  the  Federal  Resebve  Boabd  on  Ootqbeb  20,  1914. 


BY-LAWS  of  the  FEDERAL  BESEBVE  BANK  OF  . 

ABTICLE  I. — Directors. 

Section  1.  Quortitn.— A  majority  of  the  directors  shall  constitute  a  quorum 
for  the  transaction  of  business,  but  less  than  a  quorum  may  adjourn  from  time 
to  time  trntila  quorum  is  in  attendance. 

Sec  2.  Vacancies. — ^As  soon  as  practicable  after  the  occurrence  of  any  vacancy 
in  the  membership  of  the  board  the  chairman  of  the  board  shall  take  such  steps 
as  may  be  necessary  to  cause  such  vacancy  to  be  filled  in  the  manner  provided 
by  law. 

Sec.  3.  Meetings. — ^There  shall  be  a  regular  meeting  of  the  board  every 

at o'clock  —  m.,  or  if  that  day  be  a  holiday  on  the  first  preceding  full 

boslness  day.  The  chairman  of  the  board  may  call  a  special  meeting  at  any 
time,  and  shall  do  so  upon  the  written  request  of  any  three  directors  or  of 
the  governor.    Notice  of  regular  and  special  meetings  may  be  given  by  mail  or 

by  telegraph.    If  given  by  mail,  such  notice  shall  be  mailed  at  least days 

before  the  date  of  the  meeting.     If  given  by  telegraph,  such  notice  shall  be 

dispatched  at  least days  before  the  date  of  the  meeting.    Notice  of  any 

meeting  may  be  dispensed  with  if  each  of  the  directors  shall  in  writing  waive 
such  notice. 

Sec.  4.  Powers. — ^The  business  of  this  bank  shall  be  conducted  under  the  su- 
pervision and  control  of  its  board  of  directors,  subject  to  the  supervision  vested 
by  law  In  the  Federal  Reserve  Board.  The  board  of  directors  i^all  appoint  the 
officers  and  fix  their  compensation. 

The  board  may  appoint  legal  counsel  for  the  bank,  define  his  duties,  an^  fix 
the  compensation. 

Sec.  5.  Special  committees. — Special  business  of  the  bank  may  be  referred 
from  time  to  time  to  special  committees,  which  shall  exercise  such  powers  as 
the  board  may  delegate  to  them. 

Sdc.  6.  Order  of  business. — ^The  board  may  from  time  to  time  make  such  regu- 
lations as  to  order  of  business  as  may  seem  to  it  desirable. 

Abticle  II. — Ewecutive  committee. 

Sbctioh  1.  Hoto  constituted. — There  shall  be  an  executive  committee  consist- 
ing of  the  governor,  the  Federal  reserve  agent,  and  one  or  more  directors  chosen 


*  After  the  by-lawi  have  been  adopted  and  in  order  to  retain  uniformity  It  is  suggested 
that  so  far  as  possible  there  shall  be  no  permanent  changes  in  by-laws  except  on  approval 
of  a  general  committee  on  by-laws  representing  all  the  Federal  reserve  banks. 
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from  elaawi  A  or  B ;  the  member  or  members  of  the  committee  chosen  by  the 
board  Mball  serve  dnrtng  the  pleasare  of  the  board  or  for  terms  fixed  bj  lt< 
Not  lese  than  three  members  of  the  eommlttee  shall  constitute  a  quorum  for  the 
transaction  of  business,  and  action  by  the  committee  shall  be  upon  the  vote  of 
A  majority  of  those  present  at  any  meeting  of  the  committee. 

The  committee  shall  have  power  to  fix  the  time  and  place  of  holding  regular 
or  special  meetings  and  the  method  of  giving  notice  thereof. 

Minutes  of  all  meetings  of  the  executive  committee  shall  be  kept  by  the  secre- 
tary, and  such  minutes  or  digests  thereof  shall  be  submitted  to  the  members  of 
the  board  of  directors  at  its  next  succeeding  meeting.  Such  minutes  shall  be 
read  to  the  meeting  if  required  by  any  member  of  the  board. 

Skc.  2.  Poircr«.— Subject  to  the  supervision  and  control  of  the  board  of 
directors,  as  set  forth  in  Article  I,  section  4,  the  executive  committee  shall  have 
the  following  powers : 

(a)  To  pass  upon  all  commercial  paper  submitted  for  discount 

(b)  To  initiate  and  conduct  open-msCtket  transactions. 

(c)  To  recommend  to  the  board  of  direetors  from  time  to  time  changes  in 
the  discount  rate. 

(({)  To  buy  and  sell  securities. 

(e)  To  apply  for  and  provide  fbr  the  security  of  such  Federal  reserve  notes 
as  may,  in  the  Judgment  of  the  conmilttee  or  of  the  board,  be  necessary  for  the 
general  requirements  of  the  bank. 

(/)  To  employ  or  to  delegate  to  officers  of  the  bank  authority  to  employ  clerks 
and  other  subordinates  and  to  define  their  duties  and  to  fix  their  compensations. 

(i^)  To  approve  bonds  furnished  by  the  officers  and  employees  of  the  bank 
and  to  provide  for  their  custody. 

(h)  In  general,  to  conduct  the  bui^ness  of  the  bank,  subject  to  the  supervision 
and  control  of  the  board  of  directorsL 

Artjgls  III. — Officers, 

Skction  1.  The  board  of  directors  shall  appoint  a  governor,  a  deputy  governor, 
a  secretary,  and  a  cashier,  and  shall  have  power  to  appoint  such  other  officers 
ns  the  board  may  from  time  to  time  determine  to  be  necessary  and  appropriate 
for  the  conduct  of  the  business  of  the  bank.  The  offices  of  deputy  governor, 
secretary,  and  cashier,  or  any  two  of  them,  may  be  held  by  one  person,  in  the 
discretion  of  the  board.  The  officers  chosen  by  the  board  shall  hold  office  during 
the  pleasure  of  the  board. 

Sbo.  2.  Federal  reserve  agent. — ^The  Federal  reserve  agent,  as  chairman  of  the 
board,  shall  preside  at  meetings  thereol  Ctoples  of  all  reports  and  statements 
made  to  the  Federal  Reserve  Board  shall  be  filed  with  the  Federal  reserve  agent 

Sec.  3.  Deputy  Federal  reserve  agent. — ^In  the  absence  or  disability  of  the 
Federal  reserve  agent  his  powers  shaH  be  er<»rcised  and  his  duties  performed 
by  the  deputy  Federal  reserve  agent  who  maj  perform  such  other  services  as 
shkll  be  prescribed  by  the  board  of  directors  not  inconsistent  with  his  duties  as 
provided  by  law. 

Seo.  4.  The  governor. — Subject  to  the  supervision  and  control  of  the  board  of 
directors,  the  governor  shall  have  general  charge  and  control  of  the  business  and 
affairs  of  the  bank,  and  he  shall  be  the  chairman  of  the  executive  committee. 
He  shall  have  power  to  make  any  and  all  transfers  of  securities  or  other  prop- 
erty of  the  bank  which  may  be  autborieed  to  be  sold  or  transferred  by  the 
executive  committee  or  by  the  board.  The  governor  shall  have  power  to  pre- 
scribe the  duties  of  all  subordinate  officers  and  agents  of  the  bank  where  such 
duties  are  not  specifically  prescribed  by  law  or  by  the  board  of  directors  or  by 
the  by-laws.    The  governor  may  suspend  or  remove  any  employee  of  the  bank. 

Sec.  5.  The  deputy  governor.  In  case  of  the  absence  or  disability  of  the  gov- 
ernor his  powers  shall  be  exercised  and  his  duties  discharged  by  the  deputy 
governor,  and  in  case  of  the  absence  or  disability  of  the  deputy  governor  the 
l)oard  shall  appoint  one  of  the  other  directors  governor  pro  tem.  The  duties 
of  the  deputy  governor  shall  otherwise  be  such  as  may  be  prescribed  by  the 
board  of  directors  or  by  the  governor.  In  case  the  board  shall  deem  that  the 
business  of  the  bank  requires  the  appointment  of  one  or  more  assistant  deputy 
governors,  it  shall  have  authority  to  appoint  such  assistant  deputy  governor  or 
governors  and  shall  prescribe  and  define  his  or  their  duties. 

Sec.  6.  The  secretary. — ^The  secretary  shall  keep  the  minutes  of  all  meetings 
of  the  board  and  of  all  committees  thereof.  He  shall  have  custody  of  the  seal 
of  the  bank,  with  power  to  affix  same  to  certificates  of  stock  of  the  bank,  and 
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hy  antborlty  of  the  board  or  the  executive  committee  to  such  other  Instrumeiits 
as  may  from  time  to  time  be  required.  The  board  of  directors  may.  In  the 
flIweDce  or  disability  of  the  secretary,  or  upon  other  occasion  where  In  the  dis- 
cretion of  the  board  greater  convenience  can  be  attained,  appoint  a  secretary  pro 
tern  or  empower  one  or  more  officers  to  affix  the  seal  of  the  bank  to  certificates 
of  stock  or  other  instruments.  The  secretary  shall  perform  sach  other  duties 
u  may  from  time  to  time  be  prescribed  by  the  board  of  directors,  the  executive 
committee,  or  the  governor. 

SEa  7.  The  cashier, — ^The  cashier  and  at  least  one  other  officer  designated  by 
tbe  board  of  directors  shall  have  the  joint  custody  of  all  moneys,  Investments,, 
and  securities  of  the  bank,  subject  to  such  rules  as  the  board  may  adopt  for 
thdr  safety.  He  shall  perform  such  other  duties  as  may  be  assigned  to  him 
from  time  to  time  by  the  executive  committee,  the  board  of  directors^  or  tBe 
90Temor. 

Abticlb  IV. — Certificates  of  stock. 

SKtiOK  X,  Signature, — ^All  certificates  of  stock,  or  «f  payment  of  or  on  account 
«f  stock  sabscriptions,  shall  be  signed  by  the  governor  or  a  deputy  governor  and 
iK  secretary  or  cashier,  or  such  other  officers  as  may  be  prescribed  by  the  board. 
ind  soch  certificates  shall  bear  the  corporate  seal. 

Abtzclb  y. 

SaonoN  1.  Business  hours. — ^The  bank  shaU  open  for  business  from  —  o'clock 
to  —  o'clock  on  each  day  except  Sundays  or  days  or  parts  of  days  established 
u  legal  holidays. 

ABncLE  VI. — Amendments. 

These  by-laws  may  be  amended  at  any  regular  meeting  of  the  board  by  a 
majority  Tote  of  the  entire  board:  Provided,  however.  That  a  copy  of  such 
ameodment  shall  have  beea  delivered  to  each  member  at  least  ten  days  prior 
to  such  meeting. 

nrcniar  No.  7.] 

Fedsbal  Bssebvb  Boabd, 
Washington,  D.  0.,  October  H^  1914. 

In  order  to  promote  a  desirable  uniformity  in  the  organization  of  the  Federal 
reserve  banks,  the  Federal  Reserve  Board  presents  for  consideration  by  the 
^rds  of  directors  drafts  of  a  system  of  accounting  for  the  banks.  These  have 
act  been  finally  approved  by  the  Federal  Reserve  Board.  They  represent  the 
vork  of  certain  experts  who  were  appointed  by  the  organization  committee  to 
namine  into  the  details  of  organization.  They  are,  therefore,  offered  as  a  basis 
for  discnssion. 

When  full  consideration  has  been  giv&i  to  them  and  such  suggestions  or 
modifications  as  may  be  recommended  have  be»i  transmitted  to  the  Federal 
ReKTve  Board,  the  board  will  appoint  a  subcommittee  to  recommend  a  standard 
tcconnting  plan  to  the  several  boards  of  directors,  subject  to  their  approval. 

System  I. 

The  system  of  accounting  to  be  chosen,  and  the  extent  to  which  the  machines 
ire  used  In  it,  will  depend  upon  the  scope  and  activity  which  the  reserve  banks 
are  to  have  from  the  beginning,  and,  in  the  event  that  they  are  assigned  large 
<^ring  functions.  It  will  necessarily  be  a  matter  of  extreme  Importance  In 
j'SBoring  the  smooth  working  of  the  system,  the  accurate  and  prompt  collection 
«f  items,  and  the  development  of  reports  and  statistics  comparable  in  character 
aiMl  truly  refiecting  the  internal  conditions  of  each  of  the  several  institutions. 
The  accounting  system  as  subsequentiy  outlined  may  be  made  a  fundamental 
factor  in  providing  the  means  for  a  careful  estimate  of  credit  conditions 
throui^out  the  country,  as  it  provides  for  a  daily  transmission,  if  d€»ired,  of 
detailed  reports  to  the  Federal  Reserve  Board  at  Washington,  in  order  that 
tlut  board  may  be  constantiy  in  touch  with  the  operations  of  each  bank  and 
the  comparative  condition  of  all  the  banks.  In  tills  way  the  board  will  be 
<^bled  to  act  with  full  knowledge  as  to  rates  of  discount  and  to  advise  the 
^Teral  banks  concerning  the  lines  of  paper  that  are  outstanding  tibroughont 
the  country. 
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In  designing  the  plan,  these  i)olnts  have  been  observed : 

(a)  Particular  care  has  been  taken  to  Introduce  the  most  modem  systems, 
using  machinery  wherever  possible,  thereby  securing  the  advantages  of  me- 
chanical accuracy  as  compared  with  the  method  of  maintaining  records  by  hand. 

{b\  The  majority  qf  the  forms  have  been  constructed  to  carry  their  re- 
spective items  from  the  time  of  receipt  to  final  disposition.  There  is  also  a 
system  of  control  throughout,  with  the  result  that  their  use  will  materially 
reduce  labor  and  increase  efficiency. 

(c)  The  entire  accounting  system  has  purposely  been  made  elastic,  so  that 
it  will  fulfill  the  needs  of  the  largest  as  well  as  the  smallest  Federal  reserve 
bank,  and  as  the  banks  grow  it  will  not  be  necessary  to  revise  the  accounting 
plan. 

(d)  There  has  been  constant  recognition  of  the  desirability  of  keeping  the 
Federal  Reserve  Board  in  daily  contact  with  the  Federal  reserve  banks. 

(e)  The  system  is  adapted  for  use  with  any  of  the  standard  typewriting  and 
adding  machines  now  on  the  market.   . 

MAIL  TELLER. 

As  there  will  in  all  probability  be  a  large  accumulation  of  mail  from  member 
banks,  consisting  of  remittances  for  credit,  collections,  etc.,  between  the  hours 
of  2.30  p.  m.  and  8.90  a.  m.,  this  department  has  been  designed  as  the  first 
operating  unit,  looking  to  the  avoida.nce  of  congestion  in  the  morning. 

The  work  of  the  mail  teller  will  begin,  say,  at  midnight,  and  will  consist  in 
handling  incoming  mail  up  to  6  a.  m.,  the  result  being : 

1.  Preparation  for  morning  clearance  of  such  items  as  will  be  payable  through 
the  clearing  house  (Federal  reserve  or  otherwise). 

2.  Delivery  to  the  transit  department  in  one  total  of  such  items  as  may  have 
been  received  payable  out  of  town. 

3.'  Delivery  to  the  distributing  desk  in  one  total  of  6uch  credits  and  debits  as 
relate  to  the  accounts  appearing  upon  the  books  of  the  Federal  reserve  bank. 
'  4.  Delivery  to  the  note  teller  in  one  total  of  such  miscellaneous  items  not  cov- 
ered in  the  three  subdivisions  outlined. 

The  block  system  wiU  be  used  in  this,  as  in  all  other  departments,  the  sec- 
tional proofs  of  the  work  being  accomplished  by  means  of  blocks,  with  the  re- 
sult that  the  ultimate  proof  of  the  department  will  consist  only  of  interlocking 
balances. 

Form  MT  i. — ^This  will  be  the  block  .sheet  of  the  department,  to  be  used  as 
previously  outlined. 

Firms  MT  2,  S,  and  4* — ^These  varicolored  slips  to  be  used  in  correctly  routing 
the  different  batches  of  debits  and  credits  after  they  are  proved  upon  each  block. 

Forms  Noa  3*and  4  will  cover  the  majority  of  the  work  leaving  the  depart- 
ment, and  consequently  are  imprinted  "  Transit  department "  and  "  Note  teller,'* 
while  Form  MT  2  is  to  be  used  for  such  miscellaneous  items  as  may  necessarily 
be  forwarded  to  other  departments. 

Farm  MT  5, — ^This  Is  a  proof  sheet  for  the  department,  the  figures  for  which 
will  be  ol>tained  from  a  recapitulation  of  the  block  sheets. 

Form  MT  6. — ^This  is  a  suggested  ^ivelope  which  will  inclose  items  intended 
for  presentation  to  the  different  members  of  the  clearing  house. 

CLEABING-HOUSE  DEPARTMENT. 

This  department  will  be  the  successor  of  the  mail  teller,  its  work  consisting 
in  handling  incoming  mail  received  subsequent  to  6  a.  m.,  the  plan  of  operation 
of  the  two  departments  being  identical,  except  that  the  supervision  and  proof 
of  incoming  exchanges  from  the  clearing  house  will  also  be  handled  by  this 
department. 

The  forms  will  consist  of  the  following : 

Form  OH  1. — ^This  will  be  the  block  sheet  for  the  department 

Forma  CH  2,  5,  4,  and  5. — ^These  varicolored  slips  will  be  used  in  correctly 
routing  the  batches  of  items  from  each  block  sheet  after  its  proof. 

Form  OH  6, — ^This  is  the  proof  shi^t  of  the  department,  the  figures  for 
which  will  be  obtained  by  a  recapitulation  of  all  the  blocks. 

Form  OH  7. — ^This  is  a  block  sheet  to  be  used  in  effecting  the  proof  of  in- 
coming exchanges  from  the  clearing  bouse. 

Form  OH  8. — ^This  is  a  proof  sheet  for  the  assembling  of  an  individual  proof 
of  the  morning  exchanges  received  from  the  clearing  house,  the  figures  b^ng 
subsequently  passed  through  the  proof  of  the  distributing  desk. 
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Form  CH  9.— This  Is  a  suggested  envelope  which  will  inclose  items  intended 
for  presentation  to  the  different  members  of  the  clearing  house. 

OISTBIBITTINQ  DESK. 

For  the  concentration  of  fi«;ures,  avoidance  of  errors,  facilitation  of  work  in 
the  tellera*  cages,  and  simplicity  of  posting  for  the  general  ledger,  this  depart* 
zoent  has  been  instituted  in  order  that  the  different  tellers  after  the  proof  of 
each  block  may  route  to  it  such  items  as  may  have  been  received,  both  debits 
and  credits,  affecting  accounts  api)earing  upon  the  books  of  the  Federal  reserve 
bank. 

The  advantages  of  the  distributing  desk  are  many,  and  it  will  be  found  of 
particular  value  as  to  apparent  overdrafts,  by  the  quick  concentration  in  the 
bookkeepers'  hands  of  such  debits  and  credits  as  may  affect  the  accounts,  but 
which,  under  ordinary  circumstances,  would  not  reach  the  bookkeeper  until 
&e  close  of  the  day's  business. 

The  forms  of  the  department  are  as  follows : 

Form  DD  1. — ^This  is  a  block  sheet  to  be  used  in  establishing  sectional  proofs 
of  debits. 

Form  DD  2. — ^This  is  a  block  sheet  to  be  used  in  establishing  sectional  proofs 
of  credita 

Form  DD  3. — ^Thls  is  a  proof  sheet  for  the  department,  the  figures  of  which 
will  be  obtained  from  a  recapitulation  of  the  block  sheets. 

PATINO  TELLER. 

The  principal  duties  of  the  paying  teller  will  be  to  make  such  cash  disburse- 
ments over  the  counter  as  may  be  necessary,  effect  the  settlement  of  the  clear- 
ing-house balances,  examine  checks  for  correct  signatures,  arrange  for  the  ship- 
ment of  money  to  member  banks,  provide  for  the  forwarding  of  mutilated  cur- 
lency  for  redemption  to  the  Treasurer  of  the  United  States  at  Washington,  and 
likewise  provide  for  the  redemption  of  Federal  reserve  notes  with  the  Federal 
Merre  agent 

The  pa^ng  teller  will  be  responsible  only  for  such  cash  as  may  be  allotted  to 
him,  the  principal  cash  reserves  of  the  bank  being  under  the  Joint  control  of 
other  officers  or  directors. 

The  forms  of  the  department  are: 

form  PT  1. — ^Thls  will  be  used  in  arranging  shipments  of  money  to  member 
benks.    Its  explanation  is  as  follows : 

Slip  No.  1 :  Notification  to  the  member  bank  that  its  account  has  been  charged 
tnd  that  the  shipment  has  gone  forward. 

Slip  No.  2:  Carbon  copy  of  original  advice,  which  will  be  inclosed  with  the 
diipment  of  money. 

Slip  No.  3 :  Acknowledgment  from  member  bank  of  receipt  of  the  shipment 

Slip  No.  4 :  Tracing  slip,  to  be  retained  as  a  follow-up,  looking  to  the  receipt 
of  the  acknowledgment 

Slip  No.  5:  Debit  to  member  bank's  account 

Form  PT  2, — ^This  will  be  used  in  forwarding  mutilated  currency  to  the  Treas- 
urer of  the  United  States  at  Washington.    Its  explanation  is  as  follows : 

Slip  No.  1 :  Advice  to  the  Treasurer  of  the  United  States  descriptive  of  the 
forwarding  of  the  currency. 

Slip  No.  2 :  Carbon  copy  of  original  advice,  to  accompany  the  shipment 

Slip  No.  3:  Debit  to  "Redemption  account" 

Slip  No.  4:  Credit  to  "Redemption  account." 

All  of  the  above  slips  will  be  made  use  of  upon  the  day  the  money  is  shipped, 
with  the  exception  of  slip  No.  4,  which  will  be  retained  awaiting  the  return  of 
the  equivalent  currency  from  Washington.  The  outstanding  slips  will,  of  course, 
prove  to  the  controlling  account  upon  the  general  ledger. 

Form  PT  S. — ^To  be  used  in  forwarding  mutilated  Federal  reserve  notes  to 
the  Federal  reserve  agent,  its  explanation  being : 

Slip  No.  1 :  Application  to  the  Federal  reserve  agent  for  the  issuance  of  new 

currency. 

Slip  No.  2:  Acknowledgment  from  the  Federal  reserve  bank  to  the  Federal 
reserve  agent  of  receipt  of  the  new  currency. 

Slip  No.  3:  Debit  to  "Federal  reserve  notes." 

Slip  No.  4 :  Credit  to  '*  Federal  reserve  note&' 
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Slips  Nob.  1,  2,  and  8  will  be  attached  and  delivered  to  the  Federal  reserve 
agmt  with  the  mutilated  currency,  slip  No.  3  being  provided  upon  Its  reverse 
side  with  a  form  of  acknowledgment  from  the  Federal  reserve  agent  of  the 
receipt  of  the  mutilated  currency.  When  the  new  currency  Is  delivered  to  the 
Federal  reserve  bank  It  will  be  accompanied  by  an  acknowledgment  of  Its 
receipt  by  the  Federal  reserve  bank.  Upon  delivery  of  the  new  currency  to  the 
bank  slip  No.  4  will  be  used  as  a  credit  to  "  Federal  reserve  notes." 

Form  PT  4, — ^Thls  will  be  used  by  the  Federal  reserve  bank  In  forwarding 
Federal  reserve  notes  for  cancellation  to  the  Federal  reserve  agent,  Its  explana- 
tion being : 

8Ilp  No.  1:  Instructions  to  the  Federal  reserve  agent,  as  to  the  cancellation 
of  the  described  Federal  reserve  notes. 

Slip  No.  2 :  Debit  to  "  Federal  reserve  notes." 

As  the  notes  are  delivered  to  the  Federal  reserve  agent  they  will  be  accom- 
panied by  slips  No&  1  and  2,  slip  No.  1  being  a  record  of  the  transaction  for  the 
Federal  reserve  agent,  while  slip  No.  2  is  for  use  In  reducing  the  outstanding 
Federal  reserve  notes,  provision  having  been  made  upon  its  reverse  side  for  a 
form  of  acknowledgment  of  the  receipts  of  the  notes  by  the  Federal  reserve 
agent 

Form  PT  5. — This  is  a  form  to  be  used  in  effecting  the  '*  Stop  payment "  of 
checks. 

Form  PT  6, — This  will  be  used  when  the  notification  for  stopping  payment  has 
not  been  received  upon  the  form  provided  for  the  purpose. 

Form  PT  7. — ^This  is  for  use  in  acknowledging  receipt  of  the  regular  form  of 
"  Stop  payment "  notice. 

Form  PT  8, — ^A  loose-leaf  record  upon  which  will  be  Inscribed  under  the  name 
of  the  member  bank  a  complete  description  of  the  checks  upon  which  it  is  de- 
sired to  stop  payment 

Forms  PT  9,  JO,  11,  12,  and  IS, — Varicolored  slips  to  be  used  in  routing  the 
different  batohes  of  items  to  the  several  d^partmenta 

Form  PT  H. — Proof  sheet  for  the  department  upon  which  will  be  assembled 
the  total  figures  of  the  day.  Upon  the  reverse  side  of  the  sheet  provision  has 
been  made  for  the  accumulation  of  the  different  debits  and  credits  to  the  several 
departments. 

Form  PT  15. — This  will  be  used  for  the  occasional  necessity  of  certifying 
checks  of  member  banks,  its  explanation  being: 

sup  No.  1 :  Notification  to  member  bank  of  the  fact  that  its  account  has  been 
charged,  covering  the  certification  of  a  specific  check. 

Slip  No.  2 :  Debit  to  the  member  bank's  account. 

Slip  No.  3:  Credit  to  certified  checks. 

Form  PT  16. — ^When  the  certified  checks  are  returned  to  the  bank  for  re- 
demption, they  will  pass  through  the  controlling  account  upon  the  general 
ledger  and  then  be  forwarded  to  the  auditing  department  In  order  that  their 
control  may  be  in  agi'c^ment  with  the  general  ledger.  The  auditing  department 
will  then  affix  this  form  to  the  checks  and  deliver  them  to  the  bookkeeping 
department  to  be  Inclosed  with  the  dally  statement 

This  is  a  proposed  sheet  which  will  be  preptti«d  by  the  paying  teller  each 
morning  and  will  be  delivered  to  the  secretary-treasurer  for  examination,  Its 
purpose  being  to  place  the  oflicfals  of  the  bank  in  touch  with  the  condition  of 
the  cash  of  the  bank. 

BXCEIVINO   TELLER. 

This  department  will  receive  deposits  from  member  banks  located  within 
the  dty  In  which  the  Federal  reserve  bank  Is  situated,  and  will  also  account 
f6r  shipments  of  currency  received  from  other  Federal  reserve  banks  and 
member  banks. 

The  forms  of  the  department  are  as  follows : 

Form  RT  1. — ^That  is  for  use  in  handling  shipments  of  currency  received  for 
credit  of  member  banks,  Its  explanation  being: 

Slip  No.  1:  Advice  to  the  member  bank  descriptive  of  the  receipt  of  the 
currency  and  the  amount  placed  to  their  credit. 

Slip  No.  2 :  Credit  to  the  member  bank's  account 

Forma  RT  2,  S,  4,  5,  and  (T.^These  are  varicolored  slips  to  be  used  in  routing 
the  different  classes  of  Items  to  the  several  department. 

Form  RT  7. — ^A  block  sheet  for  the  sectional  proof  of  the  day's  work. 

Form  RT  8.— This  is  a  proof  sheet,  the  figures  for  which  will  be  obtained 
from  a  recapitulation  of  the  block  sheets. 
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NOTX  TELLKK. 

Tbe  daties  of  tlilB  department  will  consist  of  the  presentation  and  collectioik 
of  notes,  drafts,  and  checks  drawn  upon  nonmembers  of  the  clearing  house,  all 
of  which  are  payable  within  the  radius  covered  by  the  messengers  of  the 
FMeral  reserve  bank. 

The  runners  or  messengers  will  be  under  the  control  and  form  a  part  of  this, 
department. 

Tbe  forms  are  as  follows : 

Form  NT  1. — ^This  is  a  proposed  block  sheet  for  the  proof  of  the  messengersT 
roates,  upon  one  side  Of  which  are  listed  the  individual  items  comprising  the- 
roote  and  upon  the  reverse  side  the  checks,  currency,  etc.,  which  have  been  re> 
eelTed  in  payment  The  initial  "N*'.is  indicative  of  a  cash  item  charged  ti> 
the  note  teller  and  which  has  been  returned  by  the  messenger  unpaid.  The 
initial  '*G"  is  indicative  of  collection  items  (not  cash)  which  have  been  re- 
tomed  unpaid  by  the  messengers. 

The  total  of  tlie  items  as  appearing  upon  each  side  of  the  block  must  be  to^ 
agreement  and  constitute,  as  previously  outlined,  a  proof  of  the  messengenT 
nmtet. 

Form  NT  2. — ^A  block  sheet  for  the  distribution  to  the  different  departments 
of  the  checks,  currency,  etc.,  which  have  been  received  in  settlement  of  items 
charged  to  the  note  teller.  A  recapitulation  of  these  blocks  constitutes  a  prooT 
of  the  day's  work. 

Forms  NT  5,  4.  5,  6,  and  7. — ^These  are  varicolored  slips  to  be  used  in  routing- 
items  to  the  different  departments  after  they  are  proved  upon  the  block  sheets. 

Form  NT  8, — ^Thls  is  for  use  in  charging  back  and  returning  cash  items  whlcbt 
are  unpaid  after  presentation.    Its  explanation  Is  as  follows : 

Slip  No.  1.  Letter  accompanying  the  item. 

Slip  No.  2.  Debit  to  the  member  bank. 

Slip  No.  3.  To  be  placed  in  a  chronological  file  awaiting  the  return  of  the  ac^ 
knowledgment  postal. 

Slip  No.  4.  A  postal  card  to  be  attached  to  the  item  when  It  is  charged  back 
and  which  will  be  dated,  signed,  and  returned  by  the  member  bank  as  an 
acknowledgment  of  receipt. 

Form  NT  9. — In  the  event  of  the  postal  card  as  outlined  in  NT  8  not  beinic 
regularly  returned.  Form  NT  9,  being  a  postal  tracer,  will  be  used. 

Form  NT  JO. — This  is  a  proof  sheet  for  the  department,  the  figures  of  which 
will  be  obtained  from  a  recapitulation  of  the  block  sheets,  as  outlined  in  Fomk 
NT  2. 

TRANSIT  DEPAKTliENT. 

The  transit  department  should  be  equipped  with  steel  racks,  providing  suit- 
able compartments  for  each  member  bank  of  its  district,  together  with  11  other 
compartments,  larger  in  size,  for  the  other  Federal  reserve  banka 

These  compartments  will  be  divided  into  units  for  the  purpose  of  evenly  dls- 
tributing  the  volume  of  business. 

The  handling  and  proof  of  the  transit  items  will  be  obtained  In  the  following: 
manner : 

(a)  Items  received  by  the  different  departments  will  be  charged  to  the  transit 
defiartment  in  batches,  accompanied  by  slips  designating  the  teller  forwarding: 
them  and  the  amount  of  each  batch. 

(6)  Accumulated  batches  will  be  assorted  to  the  different  units  listed  and 
proved  under  the  sectional  proof  of  the  block  system. 

(c)  A  recapitulation  of  the  block  sheets  will  constitute  n  proof  of  the  inter* 
locking  balances  with  the  tellers,  and  produce  the  figures  to  which  each  unit 
most  prove. 

(d)  The  proof  of  each  unit  will  be  obtained  by  adding  together  the  totals, 
appearing  upon  the  carbon  copies  of  the  remittance  letters  in  process  of  being: 
forwarded. 

The  forms  of  the  department  are : 

Form  T  i. — ^A  form  to  be  used  by  member  banks  in  their  relations  with  Fed- 
eral reserve  banks  when  forwarding  for  credit  such  items  as  they  may  receive 
drawn  upon  member  banks  located  within  the  Federad  reserve  city.  The  top> 
sheet  will  accompany  the  checks,  while  the  carbon  will  be  retained  by  the  mem* 
ber  banks  to  be  used  as  a  debit  to  their  reserve  account  with  the  Federal  reserve 
banks. 
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It  will  be  noted  that  this  form,  as  well  as  Forms  Nos.  T  2,  S,  4,  5,  6,  7,  8,  and 
9,  has  been  equipped  with  a  form  of  acknowledgment  as  well  as  a  "  follow-up," 
the  acknowledgment  to  be  dated,  signed,  and  returned  by  the  receiving  bank« 
£LUd  the  "follow-up"  to  be  placed  in  chronological  file  under  the  date  upon 
which  the  acknowledgment  should  be  received;  this  will  enable  the  banks  to 
trace  Intelligently  any  overdue  cash  letters. 

Attention  is  called  to  the  fact  that  the  reverse  side  of  sheet  No.  1  of  forms 
Nos.  T  1,  2,  3,  4,  5,  6,  7,  8,  and  9  is  to  be  carbonized ;  consequently  it  will  not  be 
necessary  to  place  the  usual  carbon  paper  between  the  original  and  duplicate 
parts  of  the  form. 

Form  T  2..— To  be  used  by  member  banks  in  forwarding  for  credit  such  items 
as  they  may  receive  which  are  drawn  upon — 

(a)  Member  banks  located  within  their  own  district,  but  without  the  local 
radius,  to  be  determined  by  the  Federal  Reserve  Board. 

(b)  Federal  reserve  banks  of  other  districts. 

(c)  Member  banks  of  other  Federal  reserve  districts. 

Form  T  S. — ^To  be  used  by  Federal  reserve  banks  in  their  relationp  with  mem- 
ber banks  located  in  their  ovm  city,  but  which  because  of  inaccessibility  may 
not  clear  through  the  clearing  house  (Federal  reserve  or  otherwise),  necessitat- 
ing the  items  being  forwarded  to  them  by  mail  for  collection.  The  top  sheet 
will  accompany  the  checks,  while  the  second  sheet  or  duplicate  will  be  the  debit 
to  the  member  bank's  account. 

Form  T  4. — This  is  identical  with  Form  T  5,  except  that  it  is  intended  to 
cover  instances  where  there  will  not  be  many  checks  to  forward. 

Form  T  5. — ^To  be  used  in  forwarding  items  drawn  upon  member  banks  located 
without  the  city  in  which  the  Federal  reserve  bank  Is  situated,  the  top  sheet 
accompanying  the  checks  and  the  second  sheet  or  duplicate  being  the  debit  to 
member  bank's  account. 

Form  T  fi.— This  is  identical  with  Form  T  5,  except  that  it  is  intended  to 
cover  instances  where  the  number  of  checks  to  be  forwarded  are  fewer  in 
number. 

Form  T  7. — For  use  of  the  Federal  reserve  banks  In  forwarding  items  to 
each  other,  the  top  sheet  accompanying  the  checks,  while  the  second  sheet,  or 
duplicate,  will  be  a  debit  to  "  Transit  account." 

Form  T  8. — For  use  of  the  Federal  reserve  banks  in  forwarding  Federal 
reserve  notes  to  each  other.  The  top  sheet  will  accompany  the  notes,  while 
the  duplicate  will  be  a  debit  to  "  Transit  account." 

Form  T  9, — For  use  of  Federal  reserve  banks  in  returning  to  each  other 
unpaid  cash  items,  the  original  sheet  accompanying  the  items,  while  the  dupli- 
cate sheet  is  a  debit  to  **  Transit  account." 

Form  T  10. — ^A  claim  ticket  to  be  used  in  adjusting  discrepancies  in  cash 
letters,  such  as  incorrectness  in  listing,  nonlnclosure  of  Items,  etc. 

Form  T  11. — To  be  used  In  confirming  the  action  of  correspondents,  in  sup- 
plying missing  indorsement& 

Form  T  12. — ^A  form  of  postal  tracer  to  be  used  in  tracing  overdue  cash 
letters.  The  pink,  or  duplicate,  sheet  will  be  retained  In  a  chronological  file,  as 
a  follow-up,  looking  to  the  receipt  of  a  reply  to  the  tracer. 

Form  T  IS. — For  use  of  member  banks  in  returning  unpaid  cash  items  to 
the  Federal  reserve  banks. 

Forms  T  14,  15,  and  16. — Varl-colored  slips  to  be  used  in  routing  batches  of 
Items  to  the  diflferent  departments. 

Form  T  17. — A  form  of  block  sheet  for  use  In  establishing  sectional  proofs 
of  the  day's  work. 

Form  T  18. — Proof  sheet  of  the  department,  the  figures  for  which  will  be 
.obtained  from  a  recapitulation  of  the  block  sheets. 

It  is  quite  possible  that  an  electric  Indorsing  machine  can  be  used  to  good 
advantage  in  the  transit  department,  and  this  thought  should  receive  consid- 
eration. 

COLLECTION   DEPARTMENT. 

The  following  forms  have  been  designed  for  regional  banks,  in  handling  such 
Items  as  may  be  forwarded  to  them  for  collection  only : 

Form  COLL  1. — This  Is  Intended  for  notes  jmyable  within  the  radius  covered 
by  messengers  of  the  Federal  reserve  banks.     Its  description  follows: 
'  Slip  No.  1 :  Advice  of  disposition  to  member  banks. 

Slip  No.  2:  Credit  to  member  bank  (if  paid). 
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Slip  No.  3:  Permanent  record  (to  be  filed  chronologically,  as  to  day  of  receipt, 
oiider  name  of  member  bank). 

Slip  No.  4 :  Maturity  slip,  serving  the  same  purposes  as  the  ordinary  "  tickler." 

Form  COLL  2. — ^Thls  is  designed  for  notes  payable  without  the  -district  cov- 
ered by  messengers  of  the  Federal  reserve  bank,  necessitating  the  items  being 
forwarded  to  corresponding  banks  for  collection.    Its  explanation  follows : 

Slip  No.  1 :  Letter  inclosing  item  to  corresi)onding  bank. 

Slip  No.  2 :  Acknowledgment  of  receipt  from  corresponding  bank. 

sup  No.  3 :  Maturity  slip,  to  be  used  in  following  up  returns. 

Slip  No.  4 :  Permanent  record,  to  be  filed  chronologically,  as  to  day  of  receipt, 
noder  the  name  of  member  bank. 

Slip  No.  5 :  Advice  of  disposition  to  member  bank. 

Slip  No.  6:  Credit  to  member  bank  (if  paid). 

Slip  No.  7:  Debit  to  corresponding  bank  (if  paid). 

Form  COLL  S, — ^This  will  cover  drafts  and  special  items  (exclusive  of  cou- 
pons), requiring  specific  advice  of  payment  and  which  are  paid  upon  the  day 
of  presentation.    Its  explanation  follows : 

Slip  ^o.  1 :  Advice  of  credit  to  member  bank. 

Slip  No.  2 :  Credit  to  member  bank. 

Form  COLL  4' — ^This  will  be  for  items,  other  than  notes,  which  are  payable 
without  the  district  covered  bp  messengers  of  the  Federal  reserve  bank.  Its 
explanation  follows: 

Slip  No.  1 :  Letter  accompanying  item  to  corresponding  bank. 

sup  No.  2 :  Tracing  slip,  to  be  used  in  following  up  retuma 

SUp  No.  8 :  Permanent  record,  to  be  filed  chronologically,  as  to  day  of  receipt 
nnder  the  name  of  member  bank. 

SUp  No.  4 :  Advice  of  disposition  to  member  bank. 

sup  No.  5:  Credit  to  member  bank  (if  paid). 

Slip  No.  6 :  Debit  to  corresponding  bank  (if  paid). 

Form  COLL  5. — ^This  is  for  use  in  returning  unpaid  items,  payable  within 
the  district  covered  by  messengers  of  the  Federal  reserve  bank.  Its  explana- 
tion follows: 

Slip  No.  1.  Letter  to  member  bank  returning  the  item  unpaid. 

Slip  No.  2.  Carbon  copy  for  files. 

FoTfn  COLL  6. — ^Postal  acknowledgment  of  the  receipt  of  items  entered  for 
coUection. 

Form  COLL  7. — ^This  has  been  constructed  for  items  (documentary  or  other- 
wise) requiring  special  care  and  which  will  be  held  indefinitely  awaiting  pay- 
ment   Its  explanation  follows: 

Slip  No.  1.  Acknowledgment  of  receipt  to  member  bank. 

Slip  No.  2.  Advice  of  credit  to  member  bank. 

Slip  No.  8.  Credit  to  member  bank. 

It  will  be  noted  that  on  slip  No.  3  of  the  above  form  space  has  been  allotted 
for  notations  descriptive  of  the  progress  being  made  looking  to  the  ultimate 
disposition  of  the  items. 

Form  COLL  8. — ^Thls  is  a  postal  form  of  tracer,  to  be  used  in  tracing  the  dis- 
position of  items  forwarded  to  corresponding  banks  for  collection.  The  pink 
dip  attached  Is  a  carbon  of  a  postal  and  will  be  filed  chronologically  under  the 
approximate  day  upon  which  a  reply  to  the  tracer  should  be  received. 

Form  COLL  9, — ^This  form  Is  to  be  used  In  requesting  the  return  of  items 
forwarded  to  corresponding  banks  for  collection.  The  yellow  sheet  attached 
is  a  carbon  copy  and  record  of  the  original. 

Form  COLL  10, — This  is  intended  to  reduce  letter  writing  to  a  minimum,  the 
form  being  designed  as  a  departmental  advice  to  member  banks  concerning 
tbdr  collections. 

Fttrm  COLL  IL — ^This  is  the  block  sheet  for  the  department,  and  will  be  used 
In  accordance  with  the  block  system  of  proof  throughout  the  bank. 

Forma  COLL  12  and  IS. — These  are  slips  to  be  used  in  routing  debits  and 
credits  to  the  different  departments  and  upon  which  will  be  inscribed  the  total 
amount  of  each  batch.  Form  No.  12  is  for  credits  and  Form  No.  13  is  for 
debits,  the  difference  in  color  being  Indicative  of  the  different  classes. 

Form  COLL  14, — ^Thls  is  a  proof  sheet  for  the  department  and  upon  which 
wUl  be  inscribed  a  recapitulation  of  the  day's  work  obtained  from  the  block 
iheeta 

LOANS    AND   DISCOUNTS. 

As  rediscounting  for  member  banks  and  the  proposed  purchase  of  domestic 
bills  of  exchange,  etc.,  in  the  open  market  may  be  extensive,  it  is  thought  that 
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the  application  of  forms  to  machinery  will  materially  facilitate  the  work  of 
the  department,  and  with  this  in  view  the  following  plan  has  heen  designed : 

Unearned  discount. — It  Is  suggested  that  the  Federal  reserve  banks,  instead 
•of  following  the  usual  practice  of  crediting  to  "Current  earnings"  such  dis- 
count as  may  have  been  collected,  adopt  the  plan  of  placing  the  discount  in  an 
«4CC0unt  to  be  known  as  "  Unearned  discount,"  and  each  day  this  balance  will  be 
charged  with  the  actual  discount  earned  and  the  amount  thus  obtained  credited 
to  "  Current  earnings  "  under  the  subdivision  of  "  Discount." 

This  would  mean  that  the  statement  of  the  bank  would  always  appear  upon 
a  liquidating  basis,  and  from  an  analytical  point  of  view  would  materially  assist 
in  showing  the  true  percentage  of  earnings  to  loanable  funds. 

Liability, — While  the  usual  method  of  ascertaining  the  amount  of  liability  is 
from  detailed  statistics  compiled  In  book  records,  it  will  be  noted  that  such  entries 
in  the  liability  ledgers  cause  a  duplication  of  work,  entailing  unnecessary  labor 
In  keeping  them  in  a  state  of  efficiency,  while  under  the  proposed  plan  full 
details  concerning  liability  are  obtained  at  the  same  time  that  the  bookkeeping 
entries,  advices,  etc.,  are  typewritten  by  the  stenographer. 

For  the  purposer  however,  of  ready  availability  of  figures  concerning  the  total 
liability  of  concerns  under  the  classifications  of  "  Payer "  and  "  Indorser "  a 
^eleton  ledger  in  loose-leaf  form  will  be  maintained,  the  entries  in  which  will 
be  posted  in  total  only,  and  the  entire  liability  of  which  must  be  in  proof  with 
the  controlling  balances  on  the  general  ledger. 

As  the  Federal  reserve  banks  will  be  principally  interested  in  the  credit 
utandlng  of  the  payer  and  the  last  Indorser,  and  as  it  is  very  desirable  to  main- 
tain only  such  figures  of  liability  as  may  be  subject  to  proof,  it  Is  suggested 
that  the  liability  records  of  the  Federal  reserve  banks  consist  of  payer  and  in- 
dorser instead  of  drawer,  acceptor,  and  indorser,  as  the  establishment  of 
liability  figures  under  the  latter  three  classifications  would  not  be  possible  of 
proof  and  would  result  in  a  lack  of  confidence  as  to  the  accuracy  of  such  figures. 

In  the  event,  however,  of  it  being  considered  necessary  to  maintain  liability 
figures  other  than  that  of  payer  and  the  last  Indorser,  this  may  be  done  by 
inserting  addltioual  sheets  in  the  skeleton  loose-leaf  liability  ledger,  the  post- 
ings in  the  accounts  to  be  executed  in  red  ink,  which  would  be  indicative  of  the 
fact  that  such  figures  are  not  to  be  Included  in  the  proof  of  liability. 

It  is  the  purpose  of  this  plan  to  provide  the  Federal  Reserve  Board  at  Wash- 
ington with  a  continuous  record,  in  detail,  of  all  notes  or  bills  of  exchange 
discounted  for  member  banks  or  purchased  in  the  open  market,  these  continuous 
records  to  be  executed  at  the  same  time  the  forms  are  written,  without  any 
additional  labor  upon  the  part  of  the  Federal  reser\'e  banks,  such  continuous 
records  being  mailed  to  the  Federal  Reserve  Board  at  the  conclusion  of  each 
day's  business,  and  which  will  be  used  by  the  credit  bureau  at  Washington  for 
the  accumulation  of  such  credit  Information  as  they  may  desire.  This  will 
enable  the  Federal  Reserve  Board  at  Washington  to  be  in  close  touch  with  that 
portion  of  the  business  of  the  Federal  reserve  banks  and  place  it  in  a  position 
to  accumulate  automatically  from  12  different  sources  most  valuable  statistics 
concerning  the  credit  standing  of  the  borrowers  from  the  Federal  reserve 
system. 

In  Forms  BD  2,  3,  5,  and  6  It  will  be  seen  that  two  of  the  last  varl-colored 
slips  have  been  allotted  for  liabilities,  the  thought  being  that  the  slips  in  ques- 
tlon,  after  being  posted  in  total  in  the  skeleton  liability  ledger,  will  be  filed  In 
'-a  steel  cabinet  under  an  alphabetical  arrangement  of  the  names  of  the  debtors. 

The  result  of  this  would  be  an  accumulation  into  one  comxmrtment,  properly 
Indexed,  of  the  entire  concentrated  liability  (except  foreign  exchange)  of  any 
^concern,  the  controlling  figures  of  which  would  be  in  the  skeleton  liability 
ledger,  which,  as  previously  outlined,  would  be  posted  in  totals  only. 

As  fast  as  the  liabilities,  represented  by  the  slips,  are  liquidated,  either  at 
or  before  maturity,  the  slips  are  taken  from  the  steel  cabinet  and  filed  in  usual 
coarse  by  the  filing  department  so  that  the  retention  of  the  slips  in  this  way 
famishes  a  permanent  record  which  may  be  consulted  at  any  time. 

It  will  be  observed  that  this  method  will  leave  in  the  liability  files  only 
••live"  matter  of  a  current  nature,  consequently  they  will  not  be  glutted  by  a 
mass  of  records  relating  to  past  liabilities  while  the  easy  maintenance  of  the 
sabsidiary  skeleton  liability  ledger  will  furnish  immediate  information,  in  total, 
as  to  the  past  and  present  liability  of  any  concern. 

Tickler,— nnae  last  slip  of  the  forms  bears  the  designation  of  "Maturity 
«Up"  and  its  use  will  be  that  of  providing  the  department  with  the  information 
visually  contained  in  a  book.  '*  tickler."    The  slips  will  be  filed  chronologically 
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ander  the  "  Maturity  of  tlie  notes,*'  with  the  result  tliat  the  maturities  of  each 
day  are  accumulated  in  one  compartment,  properly  indexed,  and  in  the  right- 
liand  comer  of  which  the  total  amount  maturing  is  immediately  available. 

As  the  day  of  maturity  is  reached,  the  city  slips  are  taken  from  the  maturity 
file  and  checked  to  the  dty  notes  delivered  to  the  note  teller,  likewise  the 
conntiy  slips  are  checked  to  the  forms  covering  country  notes  in  possession  of 
tbe  collection  department  It  will,  therefore,  be  seen  that  the  slips  have 
lerved  the  purpose  of  the  usual  book  '*  tickler  *'  in  every  possible  way,  both  as 
to  available  information  and  the  checking  of  missorted  items. 

The  maturity  slips  then  will  be  used  to  reduce  the  liability  of  the  different 
concerns  in  the  skeleton  liability  ledger,  and  to  retire  from  the  liability  files 
the  matured  liabilities,  keeping,  as  outlined  before,  only. "  live  **  records  in  the 
iiabUity  files. 

8taiiaiic8. — Maturities  falling  due  within  90,  60,  or  90  days  and  after,  can 
easily  be  obtained  from  the  discount  clerk,  who  will  compute  the  figures  from 
tbe  totals  appearing  in  the  upper  right-hand  comers  of  the  indexes,  in  the 
maturity  file. 

Attention  is  called  to  the  fact  that  it  is  not  practical  to  carry  the  above  sta- 
tistics upon  the  general  ledger,  inasmuch  as  dally  adjustments  would  be  obliga- 
toty  It  i8»  however,  feasible  to  have  the  maturities  of  the  items  show  under 
the  classifications  of  the  different  months  of  the  year,  such  as  the  maturities 
falling  dne  in  January,  February,  etc 

All  of  tbe  forms  have  been  provided  with  space  which  may  be  used  to  either 
place,  automatically,  upon  the  general  ledger  the  month  of  maturity,  or  the 
indnstry,   etc.,  affected. 

Continuous  records. — ^As  outlined  before,  it  is  suggested  that  the  record  of 
all  notes  discounted  for  or  loans  made  to  member  banks,  or  paper  purchased 
In  the  open  market,  be  transcribed  upon  what  is  known  as  a  "continuous 
record,"  this  record  furnishing  an  exact  description  of  the  note  and  being 
writt&  in  the  same  operation  that  the  manifolding  entries  are  being  prepared 
by  the  stenographer. 

These  "continuous  records"  will  be  made  use  of  in  advising  the  Federal 
Reserve  Board  at  Washfngton  and  in  the  interrelations  between  the  Federal 
reserve  agents  and  the  Federal  reserve  banks. 

Accounts, — For  the  purpose  of  distinguishing  between  the  classes  of  bills 
discounted,  the  following  titles  have  been  assigned :  Bills  discounted— cus- 
tomers; bills  discounted — bought. 

Form  BD  1, — For  use  of  member  banks  In  empowering  proper  officials  to 
rediscount  with  the  Federal  reserve  banks. 

Form  BD  2. — ^This  is  intended  to  cover  notes  discounted  for  member  banks 
which  are  payable  within  a  radius  covered  by  the  Federal  reserve  bank's  mes- 
aengera.     Its  explanation  is  as  follows: 

Slip  No.  1 :  Debit  to  "  Bills  discounted — customers.' 

Slip  No.  2 :  Credit  to  "  Bills  discounted--customer«.' 

Slip  No.  3 :  Advice  of  credit  to  member  bank. 

Slip  No.  4 :  Credit  to  member  bank's  account 

Slip  No.  5:  Credit  to  "Unearned  discount" 

Slip  No.  6 :  Indorser's  liability. 

SUp  No.  7 :  Payer's  liability. 

Slip  No.  8 :  Maturity  slip. 

An  of  the  slips  comprising  the  form  are  made  use  of  upon  the  day  of  dis- 
count, either  In  bookkeeping  entries,  advices,  or  for  the  establishment  of  lia- 
bility, with  the  exception  of  slip  No.  2,  being  a  credit  to  bills  discounted— cus- 
tomers, which  remains  attached  to  the  note  and  is  filed  away  with  it  awaiting 
maturity. 

Form  BD  3. — ^This  Is  Identical  with  Form  BD  2,  with  the  exception  that  It  is 
designed  to  cover  notes  discounted  for  member  banks,  which  would  be  payable 
without  the  radius  covered  by  messengers  of  the  Federal  reserve  banks,  con- 
sequently It  would  be  necessary  to  forward  them  to  other  Institutions  for  col- 
lection.   The  explanation  of  the  form  follows : 

Slip  No.  1 :  Debit  to  "  Bills  discounted— customers." 

Slip  No.  2 :  Letter  to  corresponding  bank  Inclosing  the  Item  for  collection. 

Slip  No.  3 :  Acknowledgment  from  corresponding  bank  as  to  the  receipt  of  the 
note. 

Slip  No.  4 :  Credit  to  "  Bills  discounted— customers."       • 

sup  No.  6:  Debit  to  the  collecting  bank. 

Slip  No.  6 :  Advice  of  credit  for  the  meml>er  bank. 
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Slip  No.  7 :  Credit  to  the  member  bank. 

Slip  No.  8 :  Credit  to  "  Unearned  discount" 

Slip  No.  9:  Indorser's  liability. 

Slip  No.  10:  Paper's  liability. 

Slip  No.  11 :  Maturity  slip. 

As  to  slips  Noa  2,  3,  4,  and  5,  slips  Nos.  2  and  3  would  be  attached  to  the 
note  when  forwarded  to  the  corresponding  bank  for  collection,  while  slipB  4 
and  5  would  be  retained  by  the  collection  department  of  the  Federal  reserve 
bank  and  filed  by  it  in  a  maturity  file  under  the  due  date  of  the  item,  at  which 
time  they  would  be  proved  to  the  controlling  slips  in  the  discount  department, 
then  being  separated,  would  form  the  credit  to  "  Bills  discounted— customers  *' 
and  a  debit  to  the  collecting  bank. 

It  will  be  noted  that  slips  2,  3,  4,  and  5  were  typewritten  when  the  item  was 
first  handled  by  the  discount  department,  consequently  it  was  delivered  to  the 
collection  department  with  the  necessary  forms  to  carry  it  to  its  final  dispo- 
sition, with  the  exception  of  the  day  of  forwarding,  together  with  the  name  of 
the  collecting  institution,  both  of  which  will  be  transcribed  on  the  form  by  the 
collection  department 

As  the  country  notes  will  be  delivered  to  the  collection  department  the  day 
following  their  discount,  provision  has  been  made  upon  the  reverse  side  of  the 
maturity  slips  for  an  acknowledgment  of  the  receipt  of  the  items  by  the  collec- 
tion department 

Form  BD  4. — ^Thls  is  a  continuous  record,  in  loose-leaf  form,  forwarding  to 
the  Federal  Reserve  Board  at  Washington  exact  details  of  the  bills  dlscomited 
for  member  banks. 

Form  BD  5.— This  is  similar  to  Form  BD  2,  with  the  exception  that  it  is 
Int^ided  to  cover  bills  discounted — bought,  being  purchases  made  in  the  open 
market  instead  of  items  discounted  for  member  banks  and  which  are  payable 
within  the  district  covered  by  messengers  of  the  Federal  reserve  banka 

Form  BD  6. — This  is  similar  to  Form  BD  3,  with  the  exception  that  it  has 
been  designed  to  cover  country  notes  purchased  in  the  open  market  rather  than 
discounted  for  member  banks. 

Form  BD  7. — ^Thls  is  identical  with  Form  BD  4,  except  that  it  is  designed  to 
advise  the  Federal  Reserve  Board  at  Washington  of  the  exact  description  of 
bills  purchased  in  the  open  market  rather  than  discounted  for  member  banks. 

Form  BD  8. — This  is  a  draft  of  an  alphabetical  index  to  be  used  in  separat- 
ing the  liability  of  debtors.  That  portion  of  the  index  descriptive  of  the  name 
of  the  concern  will  be  modeled  after  the  usual  form  of  indexes,  permitting  the 
changing  of  names  at  leisure. 

Form  BD  9. — ^This  is  a  draft  of  an  index  to  be  used  in  apportioning  the 
brokers'  slips  in  the  liability  files,  the  purpose  of  placing  such  brokers*  slips  in 
the  liability  files  being  merely  to  enable  a  proof  of  liability  to  be  established, 
as,  of  course,  there  will  be  no  liability  attached  to  the  brokers  unless  they  be 
compelled  to  indorse  the  commercial  paper  sold  to  the  Federal  reserve  banks. 

Form  BD  10, — ^A  chronological  index,  to  be  used  In  apportioning  the  maturity 
slips  under  the  maturity  of  the  notes,  the  upper  right-hand  comer  being  glazed 
with  a  coating  of  celluloid  or  something  of  a  similar  nature. 

Form  BD  11, — ^Designed  for  collateral  loans  supported  by  Government  bonds, 
warehouse  receipts  for  merchandise,  etc.    Its  explanation  follows : 

Slip  No.  1 :  Debit  to  "  Collateral  loans." 

Slip  No.  2:  Credit  to  "Collateral  loans." 

Slip  No.  3:  Advice  to  member  bank. 

Slip  No.  4:  Credit  to  member  bank. 

Slip  No.  5:  Credit  "Unearned  discount." 

Slip  No.  6:  Indorser's  liability. 

Slip  No.  7.  Payer's  liability. 

Slip  No.  8:  Maturity  slip. 

While  it  is  assumed  the  Federal  reserve  banks  will,  in  addition  to  making 
collateral  loans  supported  by  United  States  Government  bonds,  be  obliged  to 
make  other  loans  supported  by  collateral,  such  as  warehouse  receipts,  etc.,  cov- 
ering merchandise,  It  is  thought  that  loans  of  this  character  should  be  some- 
what restricted  and  in  every  case  bear  a  maturity. 

It  may  be  well  to  note  in  addition  to  the  above  that  there  will  be  instances 
in-^fch  the  Federal  reserve  bnnks  will  rediscount  items  supported  by  col- 
lateral, so  that  the  accounts  "  Collateral  loans  secured  by  United  States  Gov- 
ernment bonds  "  and  "  Collateral  loans — ^merchandise  "  would  not  be  Indicative 
of  all  the  collateral  loans  made. 
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Fom  BD  It. — ^A  continuous  record,  In  loose-leaf  form,  forwarding  to  the 

Federal  Beaerve  Board  at  Washington  exact  details  of  the  collateral  loans  made 

eacli  day. 

Form  BD  IS^ — ^This  is  a  card  record  for  collateral  loans  supported  by  Gov- 
ernment bonds,  the  card  being  descriptive  of  the  collateral  and  allowing  space 

for  siibotitutiona,  etc. 

Form  BD  H. — This  is  a  card  record  of  collateral  loans  supported  by  ware- 
house receipts  for  merchandise,  etc.,  the  card  being  descriptive  of  the  collateral 
and  allowing  for  payments  covering  withdrawals. 

Farm  BD  15. — For  use  in  rediscounting  ivith  other  Federal  reserve  banks  and 
supports  a  controlling  balance  upon  the  liability  side  of  the  general  ledger 
known  as  "  Rediscounts  with  other  Federal  reserve  banks."  Its  explanation 
follows : 

sup  No.  1 :  Credit  to  "  Rediscounts  with  other  Federal  reserve  banka*' 

Slip  No.  2:  Debit  to  the  discounting  Federal  reserve  bank. 

Slip  No.  3 :  Letter  inclosing  item  to  discounting  Federal  reserve  bank. 

Slip  No.  4 :  Acknowledgment  of  receipt  from  discounting  Federal  reserve  bank. 

Slip  No.  6 :  Maturity  slip. 

Slip  No.  6 :  Debit  to  "  Rediscounts  with  other  Federal  reserve  banks." 

SUp  No.  7 :  Credit  to  "  Bills  discounted."    ♦    ♦    ♦ 

All  of  the  above  slips  are  made  use  of  upon  the  day  the  items  nre  forwarded 
for  rediscount,  with  the  exception  of  slips  Nos.  5,  6,  and  7,  being,  respectively,  a 
matarity  slip,  and  the  subsequent  liquidating  entries.  Slip  No.  5,  descriptive 
of  the  maturity,  will  be  filed  chronologically  in  a  separate  maturity  file  cover- 
big  itons  "  Re^iscounted  with  other  Federal  reserve  banks,"  so  that  the  total 
of  the 'slips  in  this  file  will  at  all  times  prove  the  controlling  balance  upon  the 
general  ledger.  Slips  Nos.  6  and  7  will  be  substituted  in  place  of  the  note  and 
held  awaiting  maturity,  at  which  time  they  will  be  separated  and  the  debit  to 
''Rediscounts  with  other  Federal  reserve  banks"  will  be  charged  to  the  note 
teller  and  the  credit  to  "  Bills  discounted  "  forwarded  to  the  general  ledger. 

The  original  maturity  slip  in  the  regular  maturity  file  need  not  be  disturbed 
In  this  instance,  as  the  reduction  of  bills  discounted  does  not  take  place  until 
the  maturity  of  the  items,  consequently  it  is  necessary  that  they  be  left  where 
originally  placed,  viz,  the  regular  maturity  file,  in  order  that  it  will  be  In 
agreement  with  the  controlling  balances. 

An  adjustment  of  unearned  discount  would,  of  course,  be  necessary  upon 
receipt  of  the  advice  of  credit. 

Form  BD  16. — ^This  form  is  to  be  used  in  handling  items  rediscounted  for 
ether  Federal  reserve  banks,  and  which  are  payable  within  the  district  cov- 
ered by  the  messengers  of  the  Federal  reserve  bank  discounting  the  items. 

It  provides  a  controlling  balance  upon  the  "  Resources  "  side  of  the  general 
ledger,  to  be  known  as  "  Rediscounts  for  other  Federal  reserve  banks."  An  ex- 
planation of  the  form  follows : 

Slip  No.  1 :  Debit  to  "  Rediscounts  for  other  Federal  reserve  banks." 

Slip  No.  2 :  Credit  to  "  Rediscounts  for  other  Federal  reserve  banks." 

Slip  No.  3 :  Advice  of  credit  to  Federal  reserve  bank  of . 

Slip  No.  4 :  Credit  of  Federal  reserve  bank  of . 

Slip  No.  5.  Credit  to  "  Unearned  discount." 

Slip  No.  6:  Liability  slip  of  Federal  reserve  bank  of . 

Slip  No.  7 :  Maturity  slip. 

Fomi  BD  i7.— This  is  identical  with  Form  BD  16,  with  the  exception  that  It 
Is  intended  to  cover  notes  rediscounted  for  other  Federal  reserve  banks  which 
are  payable  without  the  district  covered  by  messengers  of  the  Federal  reserve 
hank.    Its  explanation  follows : 

Slip  No.  1 :  Debit  to  "  Rediscounts  for  other  Federal  reserve  banks." 

Slip  No.  2 :  Letter  forwarding  the  Item  for  collection. 

Slip  No.  3 :  Acknowledgment  of  Its  receipt. 

Slip  No.  4 :  Credit  to  "  Rediscounts  for  other  Federal  reserve  banks." 

Slip  No.  6.  Debit  to  collecting  bank. 

Slip  No.  6 :  Advice  of  credit  to  the  Federal  reserve  bank  of . 

Slip  No.  7 :  Credit  to  the  Federal  reserve  bank  of 

Slip  No.  8 :  Credit  to  **  Unearned  discount" 

Slip  No.  9 :  Liability  of  Federal  reserve  bank  of . 

Slip  No.  10 :  Maturity  slip. 

Form  BD  18. — ^A  continuous  loose-leaf  record  to  be  forwarded  to  the  Federal 
Reserve  Board  at  Washington,  D.  C,  by  the  Federal  reserve  bank  discounting 
items  for  another  Federal  reserve  bank. 
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Form  BD  19, — ^A  sample  loose-leaf  sheet,  to  be  used  in  effecting  tbe  dally 
accrual  of  earned  discount,  the  resulting  figures  to  be  used  In  a  debit  to 
•*  Unearned  discount "  and  a  credit  to  "  Discount.*' 

FEDEBAL  RESERVE  NOTES. 

It  is  proposed  that  when  a  Federal  reserve  bank  wishes  to  issue  Federal 
reserve  notes,  it  will  reduce  bills  discounted  and  debit  a  controlling  balance  in 
its  resources  to  be  known  as  ''With  Federal  reserve  agent  to  secure  Federal 
reserve  notes."  After  the  Federal  reserve  notes  have  been  received  from  the 
Federal  reserve  agent,  which  it  is  assumed  will  be  the  same  day,  the  Federal 
reserve  notes  will  be  placed  in  the  assets  of  the  bank,  their  offset  being  a  credit 
to  •*  Federal  reserve  notea" 

As  the  hypothecated  notes  mature,  it  will  be  Incumbent  upon  the  Federal 
reserve  banks  to  either  notify  the  Federal  reserve  agent  of  their  desire  to 
cancel  the  equivalent  of  Federal  reserve  notes,  or,  as  is  most  likely,  exercise 
the  option  of  substituting  notes  with  more  distant  maturities  than  those  already 
hypothecated. 

Form  BD  20. — ^This  has  been  designed  to  cover  both  the  hypothecation  and 
possible  substitution  of  discounted  notes  held  by  the  Federal  reserve  agent  to 
secure  Federal  reserve  notes.    Its  explanation  follows : 

Slip  No.  1:  Debit  "With  Federal  reserve  agent  to  secure  Federal  reserve 
notes." 

Slip  No.  2r  Credit  to  "Federal  reserve  notes." 

Slip  No.  3 :  Maturity  slip. 

sup  No.  4:  Credit  "With  Federal  reserve  agent  to  secure  Federal  reserve 
notes." 

Slip  No.  5 :  Credit  to  "  Bills  discounted    ♦    •    ♦." 

In  hypothecating  the  notes  with  the  Federal  reserve  agent  it  does  not  appear 
advisable  to  retire  the  liability  slips  typewritten  at  the  time  of  the  first  handling 
of  the  note,  as  the  hypothecation  does  not  in  any  way  affect  liabilities  and  as 
the  notes  will  eventually  be  returned  to  the  Federal  reserve  banks  for  collection, 
but  it  will  be  obligatory,  however,  to  remove  the  maturity  slip  from  the  regular 
maturity  file,  stamp  it  "  With  Federal  reserve  agent  to  secure  Federal  reserve 
notes,"  and  then  forward  it  to  the  filing  department  to  be  filed  in  the  permanent 
record. 

In  substitution  of  the  maturity  slip  described  in  the  foregoing  paragraph,  slip 
No.  3  of  Form  BD  20  will  be  used  and  filed  chronologically  in  a  separate  ma- 
turity file  covering  the  outstanding  notes  with  the  Federal  reserve  agent,  as  In 
this  way  the  bank  will  be  in  a  position  to  know  at  any  time  the  exact  notes 
held  by  the  Federal  resefve  agent  and  also  will  be  placed  in  position  to  see  upon 
what  days  substitution  of  notes  will  be  required. 

Form  BD  21, — ^A  continuous  record,  in.  triplicate,  will  be  obtained  from  Form 
BD  20  and  delivered  with  the  discounts  to  the  Federal  reserve  agent  by  the 
bank.  The  first  sheet  of  the  continuous  record  will  serve  as  an  application  of 
the  Federal  reserve  bank  to  the  Federal  reserve  agent,  while  the  duplicate  will 
be  the  receipt  of  the  Federal  reserve  agent  to  the  Federal  reserve  bank,  acknowl- 
edging the  collateral  as  security,  and  the  triplicate  sheet  will  be  the  advice  of 
the  Federal  reserve  agent  to  the  Federal  Reserve  Board  at  Washington,  descrip- 
tive of  the  issuance  of  Federal  reserve  notes  and  the  supporting  collateral. 

Form  BD  22, — ^Thls  is  a  continuous  record,  In  triplicate,  covering  the  substi- 
tution of  collateral  by  the  Federal  reserve  bank  with  the  Federal  reserve  agent 
upon  the  reverse  side  of  each  of  which  are  listed  the  notes  which  it  is  desired 
to  retire,  while  upon  the  face  of  the  sheets  will  be  listed  the  proffered  collateral 
In  substitution.  The  first  sheet  of  the  continuous  record  will  be  the  application 
of  the  Federal  reserve  bank  to  the  Federal  reserve  agent,  the  duplicate  sheet 
will  be  the  receipt  of  the  Federal  ^eser^•e  agent  to  the  Federal  reserve  bank 
covering  the  acknowledgment  of  the  collateral  received  in  substitution,  while 
the  triplicate  will  be  the  Federal  reserve  agent*s  advice  to  the  Federal  Reserve 
Board  at  Washington  of  the  substitution  of  collateral. 

Form  BD  23. — ^This  is  a  draft  for  the  proposed  skeleton  loose-leaf  liability 
ledger,  which  will  be  descriptive  of  the  total  indebtedness  of  concerns  under  tbe 
classification  of  "  Payer  "  and  "  Indorser." 

Form  BD  2i, — ^Thls  is  a  block  sheet  to  be  used  in  establishing  sectional  proofs 
of  the  day's  work. 

Forms  BD  25  and  26, — Slips  to  be  used  in  routing  the  different  batches  of 
debits  and  credits  to  the  general  ledger,  note  teller,  and  distributing  def)artment 
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Form  BD  27, — ^A  proof  sheet  for  the  departmeui:,  the  figures  for  which  will  be 
obtained  through  a  recapitulation  of  the  block  sheets. 

Form  BD  M.—Thls  is  a  triplicate  record,  which  will  be  used  in  the  release 
of  collateral  by  the  Federal  •  reserve  agent  when  Federal  reserve  notes  have 
been  tendered  to  him  for  cancellation,  its  explanation  being : 

Sheet  No.  1 :  Application  to  the  Federal  reserve  agent  for  the  release  of  the 
collateral. 

Sheet  No.  2:  Permanent  record  for  the  Federal  reserve  agent 

Sheet  No.  3 :  Advice  to  the  Federal  Reserve  Board  of  the  release  of  the  col- 
lateral by  the  Federal  reserve  agent. 

Sheet  No.  1  will  serve  as  a  permanent  record  for  the  Federal  reserve  bank, 
while  sheet  No.  2  will  serve  the  same  purpose  for  the  Federal  reserve  agent, 
and.  In  addition,  place  him  in  a  position  to  prove  the  amount  of  notes  being 
beld  as  collateral ;  likewise  sheet  No.  3  will  enable  the  Federal  Reserve  Board 
to  prove  the  correctness  of  "  Rediscounts  to  secure  Federal  reserve  notes,**  as  it 
appears  upon  the  daily  statement  of  the  Federal  reserve  agent. 

BOOKKEEPING  DEPABTMENT. 

This  department  will  have  charge  of  the  maintenance  of  the  accounts  of  the 
dqx)«ltorB  of  the  Federal  reserve  banks. 

The  usual  method  of  handling  such  accounts  is  by  means  of  bound  ledgers, 
•opported  by  monthly  statements,  descriptive  of  the  different  debits  and  credits 
entering  the  accounts,  while  under  the  proposed  plan  the  bookkeeper  will  obtain, 
by  machinery,  a  daily  statement  for  the  depositor,  at  the  same  time  that  he  is 
preparing  his  loose-leaf  ledger  sheet,  indicative  of  the  day's  transactions. 

If  not  too  expensive,  it  is  suggested  that  the  canceled  checks  of  each  account 
be  returned  with  the  daily  statement,  inasmuch  as  it  would  place  them  in  the  * 
possession  of  the  depositors  at  the  earliest  possible  moment,  and  would  do  away 
with  the  necessity  of  filing,  and,  likewise,  the  maintenance  of  steel  cabinets  in 
which  they  must  be  assorted. 

It  will  be  observed  that  no  provision  has  been  made  upon  the  daily  statement 
for  a  **  Key,"  as  this  will  not  be  necessary  under  the  general  system  as  putlined 
hi  the  bank — that  of  giving  specific  advices  covering  the  different  debits  and 
credits  entering  the  accounts. 

The  forms  of  the  department  will  be : 

Form  B  L — ^Thls  is  a  combined  ledger  and  statement  sheet  designed  for  ma- 
chinery, but  which  with  a  slight  modification  of  ruling  could  be  adapted  to 
handwork. 

The  first  duty  of  the  bookkeeper  in  the  morning  will  be  to  transcribe  upon  the 
top  sheet  of  the  form  the  balance  brought  forward  from  the  day  prior,  after 
which  he  will  deliver  the  previous  day's  ledger  sheets  to  the  filing  department 
to  be  filed  chronologically  in  a  transfer  binder  under  the  name  and  style  of  the 
d^XMltor's  account.  He  will  then  prove  the  total  of  the  assembled  balances  to 
bis  controlling  account  on  the  general  ledger. 

It  may  be  well  to  note  at  this  point  that  the  daily  statement  to  the  member 
banks  will  not  contain  the  balance  appearing  to  their  credit  at  the  close  of 
business  each  day,  but  instead  will  simply  be  a  statement  giving  the  balance  of 
the  day  prior,  together  with  the  debits  and  credits  entering  the  account,  luas- 
much  as  it  would  hardly  be  advisable  to  forward  a  balance  the  accuracy  of 
which  would  not  be  proved  until  the  following  morning.  This,  however,  is  a 
autler  of  detail,  which  will  best  be  determined  after  the  first  few  days  of  opera- 
tion, as  it  is  quite  possible  the  nature  of  the  work  will  enable  all  the  tellers  to 
forward  their  figures  to  the  general  ledger  in  time  to  have  the  controlling 
balances  in  proof  for  the  bookkeepers  before  the  conclusion  of  each  day. 

After  the  previous  day's  balances  have  been  transcribed,  the  routine  of  the 
bookkeeper's  work  will  depend  largely  upon  the  time  of  receipt  of  the  morning 
mail,  exchanges,  and  other  departmental  entries. 

Form  B  ft, — ^To  be  used  in  reporting  overdrafts  to  the  proper  official. 

Form  B  5. — ^A  form  of  card  index  upon  which  will  be  accumulated  the  over- 
drafts appearing  in  any  particular  account. 

Form  B  4- — ^A  loose-leaf  record  upon  which  will  be  inscribed  under  the  name 
of  the  member  bank  a  complete  description  of  the  checks  upon  which  it  is  de> 
aired  to  stop  payment. 

Form  B  5, — ^This  is  a  form  in  quadruplicate,  which  will  be  used  in  liandUng 
"  Transit  account,"  its  explanation  being : 

Page  No.  1 :  Loose-leaf  ledger  sheet  of  "  Transit  account "  to  be  retained  as  a 
permanent  record  by  the  Federal  reserve  bank. 
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Page  No.  2:  Loose-leaf  ledger  sheet  of  *' Transit  account"  for  tbe  Federal 
reserve  agent,  to  be  retained  by  him  as  a  permanent  record. 

Page  No.  3:  Advice  from  Federal  reserve  agent  to  the  Secretary  of  the 
Treasury,  which  will  be  signed  by  the  agent  after  verification  and  which  will 
be  the  authority  to  the  Secretary  of  the  Treasury  to  execute  the  d^its  and 
credits  in  the  gold-reserve  balances  of  the  different  Federal  reserve  banks. 

Page  No.  4 :  Statement  of  the  account  to  be  forwarded  by  the  Federal  reserve 
bank,  to  the  Secretary  of  the  Treasury. 

Pages  2  and  3  will  be  delivered  to  the  Federal  reserve  agent,  page  2,  as  pre- 
viously outlined,  being  his  permanent  record  and  page  3  his  advice  to  the  Sec 
retnry.  Page  4  has  been  designed  to  afford  the  Secretary  the  opportunity  of 
chectdng  the  correctness  of  the  Federal  reserve  agent's  figures  and  also  to  re- 
move  the  possibility  of  confusion  in  the  event  of  the  Federal  reserve  agent's 
advice  going  astray  in  the  mails. 

GENERAL  BOOKS. 

It  is  proposed  that  the  general  ledger,  daily  statement  book,  profit  and  loas 
ledger,  and  other  ledger  records  which  vitally  affect  the  bank,  be  segregated 
from  the  regular  bookkeeping  department  in  order  that  the  controlling  figures 
of  the  bank  be  under  close  observation  and  not  open  to  the  casual  examination 
of  clerks. 

The  general-ledger  bookkeeper  will  also  prepare  any  statements  of  condition 
(exclusive  of  statistics)  which  may  be  required  by  the  directors  or  officials  of 
the  bank.  Federal  reserve  agent,  or  Federal  Reserve  Board. 

Sample  pages  of  the  principal  books  which  he  will  maintain  have  been 
drafted,  and  are  explained  as  follows : 

OB  1, — Proposed  sheet  of  a  bound  book  to  be  styled  a  "  General  ledger,"  and 
which  will  contain  the  controlling  accounts  of  the  bank. 

OB  2. — ^Proposed  loose-leaf  sheet  for  the  "Daily  statement  book,"  tbe  figures 
for  which  will  be  obtained  from  a  concentration  of  general-ledger  accounts. 

This  book  will  be  proved  and  delivered  to  the  president  or  secretary-treasurer 
of  the  Federal  reserve  bank  each  morning  not  later  than  9.30  a.  m.,  in  order 
that  they  may  know  the  condition  of  the  bank  prior  to  the  opening  of  business. 

It  will  be  noted  that  the  leaves  of  the  book  are  in  duplicate,  the  plan  beln^r 
that  the  duplicate  statement  of  the  condition  of  the  bank  will  be  delivered  to  the 
Federal  reserve  agent  for  examination,  and  that  he  in  turn  will  forward  it, 
the  same  day,  to  the  Federal  Reserve  Board  at  Washington  for  their  infor- 
mation. 

On  Friday  of  each  week,  if  it  is  desired,  the  figures  may  be  transmitted  by 
telegraph  to  the  Federal  Reserve  Board  for  the  compilation  at  their  end  of  the 
concentrated  figures  of  the  12  different  banks. 

OB  5.»— Sample  sheet  of  a  bound  book  to  be  known  as  "  Profit  and  loss  ledger.'* 

This  will  contain  the  descriptive  record  of  profit  and  loss  account  and  such 
other  accounts  as  may  be  deemed  advisable. 

O^  ^.-— To  be  used  in  preparing  a  difference  record  of  the  several  departments^ 
and  will  be  placed  upon  the  desk  of  the  secretary-treasurer  on  Monday  momins 
of  each  week. 

OB  5.— A  ledger  sheet  for  a  subsidiary  record  giving  the  details  of  the  short 
and  over  differences  of  the  several  departments,  and  must  be  in  agreement  with 
the  difference  account  upon  the  general  ledger. 

OB  6.— This  form  has  been  designed  for  use  of  the  directors  of  the  Federal 
reserve  bank  at  their  regular  weekly  meetings,  the  plan  being  that  the  form 
will  be  manifolded  so  that  each  director  will  receive  a  copy. 

OB  7.--Thi8  is  an  expense  ledger  which  will  be  posted  daily  and  must  be  in 
®?IS®?l*^'*L^**'l.*^^  general  ledger.  It  will  be  noted  that  it  has  been  prepared 
!T  «-  «fn  «^^^  2?  showing  every  item  of  expense,  although,  of  course,  condl- 
tions  will  arise  which  may  necessitate  modiflcatlona 

ACCOUNTING  DEPARTMENT. 

«rW^h*hn^^e'Slt°^,'^"^  ^^"^^«  t^^  transfer  of  funds;  redeem  unpaid  cash  items 
^iSnnre  for  nffi^„?®?^®^  through  Uie  clearing  house;  issue  letters  of  advice; 
Knderal  resorv«  I  ?'»"«ture  exi>en8e  vouchers  and  checks  drawn  upon  other 
nf  the  5  rnTp  «L.^"'^"»  "od  arrange  for  the  depositing  of  funds  for  the  credit 

It  will  llkowTiSi  h!."?^.  ^'  "'**"^^^^'  ^«'^^«- 
Huch  statist  ton  of        •Intrusted  with  the  custody  of  contracts  and  will  prepare 

^^  ^rntugs  and  expenses  us  may  be  desired. 
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It  will  also  handle  the  analysis  of  accounts,  under  whatever  method  may  be 
determined. 

The  forms  of  the  department  are: 

Form  AC  L — ^This  will  be  used  in  transferring  funds  of  member  banks 
through  other  Federal  reserve  banks,  its  explanation  being : 

Top  slip,  page  1 :  Advice  to  Federal  reserve  bank,  requesting  the  transfer  to 
be  made. 

Slip  No.  2,  page  1:  Advice  to  member  banks  that  their  account  has  been 
charged  and  the  transfer  arranged. 

Top  slip,  page  2 :  Credit  to  Federal  reserve  banks  of . 

Slip  No.  2,  page  2 :  Debit  to  member  bank's  account. 

Form  AC  2. — ^This  is  identical  with  Forn  AC  1,  with  the  exception  that  it  is 
intended  to  cover  a  telegraphic  transfer  of  funds,  Its  explanation  being : 

Top  slip,  page  1 :  Advice  to  Federal  reserve  bank,  requesting  the  transfer  to 
be  made. 

Slip  No.  2,  page  1:  Advice  to  member  banks,  descriptive  of  the  charge  and 
Informing  them  that  the  transfer  has  received  attention. 

Top  slip,  page  2 :  Credit  to  Federal  reserve  banks  of . 

Slip  No.  2,  page  2 :  Debit  to  member  bank's  account 

Form  AC  S, — For  use  in  making  transfers  from  one  account  to  another,  both 
of  which  keep  balances  with  the  Federal  reserve  bank,  its  explanation  being : 

Top  slip,  page  1 :  Advice  to  member  bank,  requesting  the  transfer. 

Slip  No.  2,  page  1 :  Advice  to  the  member  bank  whose  account  will  be  cred- 
ited. 

Top  slip,  page  2 :  Debit  to  the  member  bank,  requesting  the  transfer. 

Slip  No.  2,  page  2 :  Credit  to  the  member  bank  whose  account  is  to  be  credited. 

Form  AC  ^.— This  will  cover  the  depositing  of  funds  over  the  counter  for 
credit  of  member  banks'  accounts,  its  explanation  being: 

Slip  No.  1 :  Letter  of  advice  to  member  bank. 

Slip  No.  2 :  A  duplicate  of  the  above,  which  will  be  tendered  as  a  receipt  to 
the  bank  or  individual  depositing  the  funds. 

Slip  No.  3 :  Credit  to  the  member  bank's  account 

Slip  No.  4 :  Auditor's  checking  slip. 

Form  AC  5. — Intended  to  cover  the  receipt  of  instructions  from  member  banks 
to  deposit  funds  with  other  banking  institutions  located  in  the  same  city  in 
which  the  Federal  reserve  bank  is  situated,  its  explanation  being : 

Slip  No.  1 :  Advice  to  the  member  bank  that  their  instructions  have  received 
attention  and  also  giving  the  amount  charged  to  their  account 

Slip  No.  2 :  Accompanied  by  a  check  of  the  Federal  reserve  bank,  this  slip  will 
serve  the  purpose  of  a  letter  of  instructions  to  the  institution  receiving  the 
fonds. 

Slip  No.  3 :  Debit  to  member  bank's  account. 

Form  AC  6. — This  will  be  used  in  arranging  deposits  with  the  Treasurer 
of  the  United  States  for  the  credit  of  the  5  per  cent  fund  of  member  banks,  its 
explanation  being: 

Slip  No.  1 :  Advice  to  member  bank  of  the  amount  deposited. 

Slip  No.  2:  Debit  to  member  bank's  account. 

Form  AC  7.— A  sample  check  to  be  used  in  redeeming  unpaid  Items  which 
bave  been  cleared  through  the  clearing  house : 

No.  1 :  Form  of  proposed  check. 

Xo.  2 :  Credit  to  "  Returned  items." 

Form  AC  8, — A  proposed  check  to  be  used  in  drawing  upon  other  Federal 
reserve  banks,  its  explanation  being: 

No.  1 :  Form  of  check,  together  with  auditor's  stub. 

No.  2:  Credit  to  the  account  of  the  Federal  reserve  bank  upon  whom 
the  check  is  drawn. 

Form  AC  9. — ^A  proposed  form  of  expense  voucher,  which  would  be  descrip- 
tive of  the  particular  invoice  Intended  to  be  covered,  its  explanation  being : 

No.  1 :  Form  of  check,  to  which  is  attached  a  statement  of  account. 

No.  2:  Credit  to  "E3xi)en8e  check"  and  debit  to  "Provision  for  disburse- 
ments." 

In  this  connection  it  may  be  suggested  that  a  daily  charge  to  expense,  with  a 
corresponding  credit  to  "Provision  for  disbursements"  sufficient  .to  cover  the 
average  expense  of  the  bank  would  tend  to  Indicate  more  clearly  the  actual 
current  earnings. 

If  it  is  determined  to  debit  expense  only  at  the  time  of  actual  dii^ursement 
then,  of  course,  the  debit  ticket  in  this  instance  would  be  labeled  "  Expense " 
Instead  of  "Provision  for  disbursements." 
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Form  AC  10, — ^Proposed  form  of  envelope  which  is  intended  to  inclose  each 
contracts  as  may  be  intrusted  to  the  department 

It  will  be  noted  that  the  face  of  the  envelope  provides  full  particulars  oon- 
oeming  the  contract,  dates  of  payment,  and  various  other  details 

Form  AC  11, — ^A  tentative  form  of  analysis,  which  could  only  be  made  use  of 
when  the  actual  conditions  surrounding  the  accounts  can  be  determined  and 
likewise  after  the  base  of  operative  expense  has  been  established.  It  has  been 
tendered  simply  for  the  purpose  of  guidance  when  the  time  arrives  for  its 
completion. 

Form  AC  12, — Block  sheet  fci  the  department  to  be  used  in  establishing  sec- 
tional proofs. 

Forms  AC  IS,  H,  15,  and  16, — ^Varicolored  slips  to  be  used  in  routing  the 
different  batches  to  the  several  departments. 

Form  AC  17. — A  proof  sheet  upon  which  will  be  assembled  the  figures  ob- 
tained from  a  recapitulation  of  the  block  sheets. 

Form  AC  18, — ^Thls  Is  a  form  which  will  be  prepared  and  delivered  to  the 
different  departments  in  order  that  they  may  be  in  touch  with  the  expoises  of 
their  respective  departments. 

SECUBITIES  DEPABTMENT. 

As  this  department  will  have  charge  of  the  purchase,  sale,  and  custody  of 
such  securities  as  will  be  classified  under  the  general  ledger  account  known 
as  *'  Investments,''  it  is  suggested  that  the  manager  be  an  ofilcer  of  the  bank. 

The  department  will  also  have  charge  of  the  purchase  and  sale  of  securities 
for  the  account  of  member  banks ;  and,  in  the  event  of  the  Federal  reserve  banks 
permitting  member  banks  to  deposit  securities  with  them  for  safe-keeping,  they 
will  have  charge  of  such  custodies. 

The  preparation  of  such  statistics  as  may  be  required  concerning  the  status 
of  the  different  classes  of  Investments  will  also  be  intrusted  to  the  department. 

The  forms  are: 

Form  S  1, — ^This  will  be  used  in  purchasing  securities  for  account  of  federal 
reserve  banks,  its  explanation  being: 

Slip  No.  1:  Debit  to  "Investments." 

Slip  No.  2 :  Debit  to  "  Interest  accrued  receivable — investments." 

Form  B  ft, — ^This  is  a  continuous  record  for  the  Federal  Reserve  Board  at 
Washington,  which  will  be  written  at  the  same  time  the  above  form  is  executed, 
and  which  will  be  forwarded  to  the  board  with  the  thought  of  placing  it  in  a 
position  to  know,  with  the  least  possible  delay,  what  Investments  have,  been 
made  by  the  Federal  reserve  banks. 

Form  8  3. — ^This  is  a  loose-leaf  book  which  will  be  used  in  maintaining  a  de- 
scriptive balance  of  the  different  classes  of  securities  on  hand  and  will  be  in 
agreement  with  the  general  ledger  at  all  times.  Upon  the  reverse  side  of  the 
sheet  provision  has  been  made  for  the  listing  of  bond  numbers. 

Form  8  4* — ^This  is  a  sample  page  of  a  bound  book  which  will  be  used  to 
record  purchase  and  sale  of  securities  for  account  of  member  banks. 

Form  8  5, — Furnishes  a  summary  of  the  condition  of  the  investments,  which 
will  be  made  to  the  board  of  directors  of  the  Federal  reserve  bank  each  week. 

Form  8  6, — A  sample  loose-leaf  sheet  to  be  used  in  effecting  the  dally  ac- 
crual of  interest,  the  resulting  figures  to  be  used  as  a  debit  to  "  Interest  ac- 
crued receivable — Investments,"  and  a  credit  to  **  Interest — ^investmenta" 

Form  8  7, — In  the  event  of  the  Federal  reserve  banks  holding  securities  in 
safe  deposit  for  account  of  member  banks  this  form  will  be  used,  and  is  de- 
signed to  fully  describe  such  custodies^  provision  having  been  made  for  a 
nominal  balance  based  upon  par  value  and  also  for  the  date  and  other  details, 
etc.,  of  their  delivery. 

Before  filing  the  form  all  Indices,  except  those  covering  the  months  when 
Interest  payments  are  to  be  made  should  be  removed,  so  that  at  a  glance  it  may 
be  seen  what  interest  payments  are  due  in  any  month. 

In  order  that  a  proof  of  the  custodies  be  possible.  It  is  suggested  that  a  con- 
trolling balance  be  placed  upon  the  general  ledger,  which  will  in  no  way  affect 
the  assets  or  liabilities  of  the  banks,  such  as,  on  the  debit  side,  "Custodies,** 
and  on  the  credit  side  ''  Custodies  due  correspondent&" 

Forms  have  not  been  drafted  covering  the  handling  of  coupons,  inasmuch  as 
it  Is  assumed  the  Federal  reserve  banks  will  not  burden  themselves  with  their 
collection. 
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FOREIGN  DIEPABTMEITT. 

In  gmaal  explanation  of  the  following  forms  it  is  suggested  that  they  have 

been  constructed  along  two  distinct  lines,  viz : 

No.  1 :  That  it  will  be  the  purpose  of  branch  banks  in  the  original  handling 
of  items  to  80  manifold  their  entries  that  the  regional  banks  will  be  obliged 
to  do  the  least  possible  work. 

No.  2.  That  the  regional  banks  only  will  maintain  balances  abroad,  and  as  a 
consequence  any  foreign-exchange  transactions  originating  with  branch  banks 
will  be  for  account  of  their  regional  banks. 

Form  FX  i. — ^Intended  for  use  of  regional  banks,  when  forwarding  cash  items 
for  credit,  such  items  being  drawn  in  the  currencies  of  their  respective  coun- 
tries at  10  days'  sight  and  under,  together  with  such  long  ijtems  as  may  be  for- 
warded for  immediate  discount 

It  will  be  noted  in  this  form,  as  well  as  subsequent  Forms  No&  2,  3,  4,  5, 
and  %  that  provision  has  been  made  for  a  double-accumulating  typewriter 
adding  machine,  whereby  at  the  completion  of  the  listing  of  the  different  items 
a  total  is  readily  obtainable  both  in  foreign  currencies  and  dollars.  It  may  also 
be  added  that  this  necessitates  a  machine  with  Sterling  equipment 

Tbe  first  page  of  Form  No.  1  will  accompany  the  original  drafts  and  docu- 
ments. The  second  page  will  be  forwarded  with  the  duplicate  drafts  and 
documents.  The  third  or  first  liability  sheet  is  for  use  of  the  liability  clerk  in 
the  regional  bank.  The  fourth  or  second  liability  sheet  is  to  be  forwarded 
to  the  Federal  Reserve  Board  at  Washington  for  the  accumulation  of  their 
credit  record.  The  fifth  serves  as  remittance  register  as  well  as  a  debit  to 
tbe  foreign  bank  to  whom  the  items  have  been  sent 

It  will  be  noted  that  the  plan  of  a  remittance  register  will  give  full  particu- 
Ian  as  to  the  entry,  tenor,  and  amount  of  the  bills,  and  at  the  same  time 
asKmble  them  in  totals  so  that  the  bookkeeper  attached  to  the  department  is 
materially  assisted  in  the  correct  postings  of  the  different  accounts.  It  might 
also  be  suggested  that  the  clerk  detailed  for  checking  the  correctness  of  dis- 
counts, value  dates,  etc.,  has  all  particulars  before  him. 

Attendon  is  called  to  the  fact  that  provision  has  been  made  in  the  last  sheet 
for  a  '*  follow-up  "  system  looking  to  the  prompt  acknowledgment  of  the  cash 
letters,  the  covering  receipts  of  which  have  already  been  attached  to  the  origl- 
luQ  and  duplicate  letters  forwarding  the  items  abroad. 

Form  FX  2. — This  has  been  constructed  identically  with  Form  FX  1,  with 
tbe  exception  that  it  has  been  designed  to  cover  the  forwarding  of  exchange 
to  a  branch  or  a  correspondent  of  the  institution  abroad,  providing,  as  will  be 
noted,  a  simultaneous  advice  to  the  regional  bank's  correspondent  An  example 
of  this  would  be  the  forwarding  of  exchange  to  the  Dresdner  Bank  in  Hamburg 
for  account  of  Dresdner  Bank,  Berlin,  for  credit  of  the  Federal  reserve  bank  in 
Chicago.    The  pages  of  the  form  will  be  used  as  follows : 

Page  1 :  Letter  accompanying  original  drafts  and  documents  abroad. 

Page  2 :  Letter  accompanying  duplicate  drafts  and  documents  abroad. 

Page  3 :  Notification  of  the  forwarding  of  the  items  to  the  foreign  bank  with 
wbom  the  checking  balance  is  maintained. 

Page  4 :  Liability  sheet  for  use  of  the  regional  banlL 

Page  6:  Liability  sheet  to  be  forwarded  to  the  Federal  Reserve  Board  at 
Washington. 

Page  6:  Sheet  for  remittance  register. 

Form  FX  3. — ^This  is  also  for  use  of  regional  banks  and  intended  to  cover 
tbe  handling  of  Australian  exchange  when  forwaided  to  the  place  of  payment 
for  collection,  and  at  the  same  time  for  a  realizaiion  of  the  proceeds  throuffh 
^^Qotiatian  at  London.    Explanation  of  its  pages  follows,  viz : 

Page  1 :  Letter  accompanying  the  original  drafts  and  documents  to  Australia. 

Page  2 :  Letter  inclosing  seconds  of  exchange  to  I^ndon,  looking  to  the  nego- 
tiati<Mi  of  the  items. 

Page  3 :  Liability  sheet  for  use  of  the  regional  bank. 

Page  4:  Liability  sheet  to  be  f^warded  to  the  Federal  Reserve  Board  at 
Washington. 

Page  5:  Sheet  for  remittance  register. 

Form  FX  4.— This  is  identical  with  Form  FX  1,  being  intended  to  cover  short 
Uems  drawn  at  10  days'  sight  and  under,  with  the  exception  that  it  Is  designed 
for  the  forwarding  by  branch  banks  of  exchange  for  account  of  regional  bankn 
and  inclurles  a  notification  to  the  regional  bank  of  the  forwarding  of- the  Items. 
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Form  FX  5. — ^This  Is  similar  to  Form  FX  2,  covering  the  same  purpose,  with 
the  exception  that  it  includes  a  notification  of  the  forwarding  of  the  items 
abroad  to  the  regional  bank. 

Form  FX  6. — This  will  cover  the  same  ground  as  Form  FX  8,  except  that  It 
includes  a  notification  to  the  regional  bank  of  the  forwarding  of  the  Australian 
ejcchange. 

Concerning  Forms  FX  4,  6,  and  6,  it  will  be  necessary  for  the  regional  banks 
to  execute  entries  at  their  end  upon  receipt  of  the  notification  ftx>m  the  branch 
banks,  who  will  mail  the  following  day  the  remittance-register  sheets,  to  be 
placed  in  the  regional  bank's  binder,  awaiting  the  acknowledgment  of  credit 
from  the  banks  abroad. 

Form  FX  7. — ^For  the  purpose  of  maintaining  a  controlling  balance  upon  such 
long  items  ns  maj-  be  purchased  and  which  will  be  held  without  discount  to 
maturity,  it  is  proposed  to  establish  an  account  upon  the  general  ledger  to  be 
known  as  "  Unmatured  foreign  bills." 

This  form  is  intended  to  cover  these  bills  when  forwarded  by  a  Federal  re- 
nerve  bank  direct  to  a  correspondent  abroad  with  whom  it  keeps  a  checking 
balance. 

Page  1 :  Letter  accompanying  the  original  draft  and  documents  abroad. 

Page  2 :  Letter  accompanying  the  duplicate  draft  and  documents  abroad. 

Page  3:  Senses  as  an  acknowledgment  of  receipt  and  provides  for  a  "fol- 
low-up." 

Page  4 :  Is  an  advice  of  credit  to  customer. 

Page  6:  Is  a  credit  to  the  customer's  account 

Page  6 :  Is  a  debit  to  "  Unmatured  foreign  bills." 

Page  7:  Is  a  credit  to  "Unmatured  foreign  bills." 

Page  8 :  Is  a  debit  to  "  Due  from  foreign  banks." 

It  will  be  noted  that  the  entire  record  and  bookkeeping  entries  have  been 
executed  when  first  handling  the  bill.  Pages  7  and  8,  being  attached  to  one 
another,  are  filed  in  a  chronological  manner,  reflecting  the  maturity  abroad  of 
the  item,  conseouently  the  bills  are  charged  to  the  foreign  banks  at  the  approxi- 
mate due  date,  thereby  keeping  our  books  more  closely  in  touch  with  die  bal- 
ances abroad.  It  is  provided,  of  course,  that  nonpayment  of  the  items  will  be 
cabled  promptly.    This  r^sum^  also  applies  to — 

Forms  FX  8,  10,  and  11.— This  is  identical  with  the  above  form,  with  the  ex- 
ception that  it  is  designed  to  cover  long  bills  forwarded  to  branches  or  corre- 
spondents of  the  Federal  reserve  bank's  correspondent  abroad.  Its  explana- 
tion follows: 

Page  1 :  Letter  accompanying  the  original  draft  and  documents  abroad. 

Page  2 :  Letter  accompanying  the  duplicate  draft  and  documents  abroad. 

Page  3 :  A  notification  to  the  regional  bank's  correspondent  that  the  item  has 
been  forwarded  to  one  of  its  branches  or  correspondents. 

Page  4:  Serves  as  an  acknowledgment  of  receipt  and  provides  for  a  "fol- 
low-up." 

Page  5:  Advice  of  credit  to  customer. 

Page  6:  Credit  to  customer's  account 

Page  7 :  Debit  to  **  Unmatured  foreign  billa 

Page  8 :  Credit  to  "  Unmatured  foreign  bills. 

Page  9 :  Debit  to  "  Due  from  foreign  banks." 

Form  FX  .9. — This  will  cover  short  items  drawn  at  1  days'  sight  and  under 
In  the  following  classifications,  viz : 

No.  1 :  When  payable  and  forwarded  to  places  where  no  relations  have  been 
established. 

No.  2:  When  the  items  are  drawn  in  currencies  other  than  the  currency  of 
the  countries  in  which  they  are  payable. 

This  class  of  items  is  quite  apt  to  be  very  troublesome  in  handling,  usually 
being  drawn  upon  distant  points,  and  for  the  purpose  of  control  it  is  suggested 
that  they  be  grouped  under  a  general  ledger  account,  to  be  known  as  "  Foreign 
collection  banks,"  and  it  is  for  this  account  that  Form  FX  9  has  been  con- 
structed.   An  explanation  of  the  form  follows*: 

Page  1 :  Accompanies  the  original  draft  and  documents  abroad. 

Page  2 :  Accompanies  duplicate  draft  and  documents  abroad. 

Page  8:  Serves  as  an  acknowledgment  of  receipt  and  provides  for  a  "fol- 
low-up." 

Page  4 :  An  advice  of  credit  to  the  customer. 

Page  6 :  Credit  to  customer's  account 

Page  6 :  A  debit  to  "  Foreign  collection  banks." 
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Pftge  7:  Credit  to  ''Foreign  collection  banks.' 

Page  8 :  Debit  to  **  Due  {rom  foreign  banka' 

Form  FX  10. — For  long  bills  purchased  by  a  branch  bank  and  forwarded  to 
a  direct  connection  for  account  of  the  regional  bank  maintaining  the  balance 
abroad. 

It  win  be  noted  In  the  following  explanation  of  the  form  that  the  record  of 
the  regional  bank  as  well  as  the  member  bank  has  been  made  at  one  writing* 
vis: 


Letters  accompanying  the  original  draft  and  documents  abroad. 

Letters  accompanying  the  duplicate  draft  and  documents  abroad. 

Provides  for  an  acknowledgment  and  "  follow-up/* 

Advice  of  credit  for  branch  bank's  customer. 

Credit  to  branch  bank's  customer. 

Debit  to  "  Unmatured  foreign  bills." 

Debit  to  the  regional  bank  for  whose  account  the  item  is  handled 


Page  1 

Page  2 

Page  3 

Page  4 

Page  5 

Page  6 

Page  7 
ibroad. 

Pftge  8:  Credit  to  ''Unmatured  foreign  bills." 

Page  9:  Notiflcatlon  to  regional  bank  of  the  forwarding  of  the  bill. 

Page  10:  Advice  of  credit  from  the  regional  to  the  branch  bank. 

Page  11 :  Credit  to  the  branch  bank. 

Page  12 :  Debit  to  "  Due  from  foreign  banks." 

Form  FX  II. — This  is  for  long  bills  purchased  by  branch  banks  and  handled 
as  outlined  above,  when  the  items  are  forwarded  to  a  branch  or  a  correspondent 
of  the  banking  connection  abroad.    Its  explanation  follows: 

Page  1 :  Letter  accompanying  the  original  draft  and  documents  abroad. 

Page  2:  Letter  accompanying  the  duplicate  draft  and  documents  abroad. 

Page  3 :  Letter  of  notification  to  the  foreign  bank  for  whose  account  the  item 
will  be  handled. 

Page  4 :  Serves  as  an  acknowledgment  and  a  "  follow-up." 

Page  5:  Advice  to  the  branch  bank's  customer. 

Page  6 :  Credit  to  the  branch  bank's  customer. 

Page  7 :  D^it  to  "  Unmatured  foreign  bills." 

Page  8 :  Debit  to  the  regional  bank  in  whose  account  the  item  will  be  credited 
when  paid. 

Page  9:  Credit  to  "Unmatured  foreign  bills.*' 

Page  10:  JjCtter  of  notification  from  the  branch  to  the  regional  bank  of  the 
forwarding  of  the  item. 

Page  11 :  Advice  of  credit  to  the  branch  bank. 

Page  12:  Credit  to  the  branch  bank. 

Page  13 :  Debit  to  "  r>ue  from  foreign  banks." 

Form  FX  12. — ^Thls  is  designed  for  items  covered  by  Form  FX  9,  except  in 
this  case  they  will  be  purchased  by  a  branch  bank  and  be  handled  in  accordance 
with  the  thought  outlined  in  Forms  FX  10  and  11.    Its  explanation  follows : 


Letter  accompanying  the  original  draft  and  documents  abroad. 

Letter  accompanying  the  duplicate  draft  and  documents  abroad. 

Serves  as  an  acknowledgment  and  "  follow-up.** 

Advice  of  credit  to  the  branch  bank's  customer. 

Credit  to  branch  bank's  customer. 

Debit  to  "  Foreign  collection  banks.** 

Debit  to  the  regional  bank. 

Credit  to  "  Foreign  collection  banka** 

Letter  of  notification  to  the  regional  bank  of  the  forwarding  of  the 


Pagel 

Page  2 

Page  8 

Page  4 

Page  6 

Page  6 

Page? 

Page  8 

Page  9 
Hem. 

Page  10 :  Advice  of  credit  to  the  branch  bank. 

Page  11 :  Credit  to  the  branch  bank. 

Page  12 :  Debit  to  "  Due  from  foreign  banks.** 

Form  FX  IS. — ^Thls  will  be  a  continuous  record  for  items  covered  by  Forms 
PX  7,  8,  and  9,  the  original  of  which  will  go  to  the  liability  clerk  of  the  regional 
^Dk,  while  the  duplicate  will  be  mailed  to  the  Federal  Reserve  Board  at 
Wasldngton. 

Form  FX  H. — This  will  be  a  continuous  record  covering  Forms  FX  10,  11, 
and  12,  the  original  of  the  form  being  used  by  the  liability  clerk  of  the  branch 
bank,  while  the  duplicate  will  be  forwarded  to  the  Federal  Reserve  Board  at 
Washington. 

Form  FX  IS. — This  will  serve  as  an  advice  of  credit  to  the  member  banks 
corering  such  items  as  might  be  bought  by  the  regional  banks  and  which  will 
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be  forwarded  abroad  on  Forms  FX  1,  2,  and  3.    The  attached  duplicate  will  be 
n  credit  to  the  member  bank's  account. 

Form  FX  16, — As  only  certain  Individuals  in  the  foreign  department  will  be 
authorized  to  quote  rates,  this  form  has  been  devised  for  the  purpose  of  sup- 
plying the  clerlts  who  will  receive  and  deliver  exchange,  with  authenticated 
rates,  so  that  there  will  be  no  confusion  incidental  to  prompt  handling. 

Form  FX  17, — This  is  a  daily  balance  sheet  of  the  department,  which  will  be 
prepared  by  the  bookkeeper  and  delivered  to  the  head  of  the  department  daily. 
In  order  that  he  may  be  in  close  touch  with  the  condition  of  balances  abroad, 
without  the  necessity  of  examining  the  foreign  ledger.  It  is  understood,  of 
course,  that  in  the  left-hand  column  the  names  of  the  correspondents  abroad 
will  be  printed. 

Form  FX  18. — This  form  will  serve  the  purpose  of  recording  special  cable 
words  not  covered  in  the  codes  and  which  may  be  required  as  a  notification  of 
prompt  payment  or  nonpayment. 

Form  FX  19. — This  form  consists  of  a  debit  and  credit  ticket  to  be  used  in  the 
transfer  of  funds  from  one  foreign  account  to  another,  principally  because  of 
cable  transfers  and  arbitrage  operations. 

Form  FX  20. — ^Thls  form  serves  as  a  confirmation  covering  the  purchase  of 
cable  transfers  from  institutions  through  their  brokers. 

Form  FX  21. — ^The  foreign  department  may  require  for  counter  use,  as  well 
as  for  the  use  of  member  banks,  a  supply  of  drafts,  and  the  form  tendered  here- 
with is  to  supply  that  want. 

Form  FX  22. — In  arranging  for  postal  remittances  ordered  by  member  banto 
this  form  has  been  constructed,  the  original  of  which  will  be  forwarded  abroad 
with  the  necessary  instructiona  The  carbon  copy  will  be  retained  In  a  loose- 
leaf  binder,  awaiting  the  return  of  the  receipts. 

Form  FX  23. — Upon  the  above  receipts  being  received,  they  will  be  returned 
to  the  member  banks  upon  this  form,  the  full  data  being  obtained  from  the 
duplicate  of  Form  FX  22,  which,  as  previously  outlined,  will  be  retained  in  a 
binder  for  the  purpose. 

The  receipts  covering  postal  remittances  returned  from  abroad  are  usually 
written  in  an  undecipherable  way,  and  the  above  forms  and  method  of  ban: 
dling  will  materially  assist  in  completing  the  record. 

Form  FX  2^. — (Out.    Travelers'  record  not  required.) 

Form  FX  25. — This  has  been  modeled  to  relieve  as  much  as  possible  formal 
letters  being  written  by  the  department,  as  it  is  felt  that  many  routine  matters 
can  easily  be  covered  by  this  form.  The  duplicate  will  serve  as  a  record  for  the 
files. 

Form  FX  26. — This  is  a  series  of  postal  cards  to  be  used  in  tracing  overdue 
items.  The  duplicate  is  filed  away  under  a  maturity  "follow-up"  system,  so 
that  all  overdue  items  will  receive  Intelligent  and  careful  tracing. 

Form  FX  27.— This  form  will  be  executed  in  triplicate  and  is  intended  to 
cover  the  depositing  of  funds  in  institutions  in  accordance  with  instructlwis 
received  from  foreign  banks.  The  first  sheet  is  to  the  bank  receiving  the  funds. 
The  two  remaining  portions  of  the  form  serve  as  an  original  and  duplicate 
receipt,  the  original  being  forwarded  to  the  bank  requesting  the  depositing  or 
the  funds  and  the  duplicate  is  for  the  files. 

Form  FX  28.— (Out.) 

Form  FX  29. — This  is  for  use  in  arranging  cable  transfers  and  serves  as  a 
confirmation  and  bill  (Inclusive  of  cable  charges)  to  the  customer,  as  well  as  a 
credit  to  the  foreign  bank  and  a  "  follow-up  "  to  see  that  the  amount  due  is 
received.  . 

Form  FX  50.— This  covers  the  offerings  of  the  foreign  department,  looking  w 
the  establishment  of  lines  of  credit  needed  for  the  purchase  and  sale  ol  ex- 
chanse 

Form  FX  SI.— For  use  of  the  liability  clerk  in  the  foreign  department,  and  Is 
indicative  of  the  total  liability  of  customers,  both  as  drawer  and  drawee. 

Form  FX  52.— For  use  of  the  liability  clerk  in  the  foreign  department,  Ann 
shows  the  total  of  payer's  liability  under  "  Unmatured  long  items."  . 

Forms  FX  9S  and  5^.- This  is  a  suggested  '  block  sheet,"  together  witn  » 
tab  fot  use  in  routing  items  to  different  departments.  -   ^ 

Form  FX  55.— A  ledger  sheet  for  the  foreign  department  ledger  and  n-ou* 
which  it  will  be  noted  a  balance  in  dollars  is  obtainable  at  any  time.    A  "*JJ^gg 
in  foreign  amoimts  is  deemed  imnecessary,  as  it  would  serve  no  "^®^V  ,^1  Lme 
except  for  the  reconciliation  of  the  account  nt  stated  intervals,  at  wnlcn  ^ 
the  auditing  department  can  easily  strike  the  balance. 
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Form  FX  S6. — Hiis  is  for  use  of  the  manager  of  the  foreign  department,  who 
will  do  the  trading,  or  who  will  influence  the  trading,  and  arrange  for  the 
establishment  of  quotations.  It  has  heen  arranged  upon  a  Chicago  basis,  but, 
of  conrse,  it  may  easily  be  adjusted  to  whatever  center  it  is  determined  to  have 
tiie  rates  emanate  from. 

FortM  FX  57  and  38. — These  sheets  are  intended  to  be  compiled  weekly  by 
the  liability  clerk  of  the  foreign  department,  and  in  turn  to  be  delivered  to  the 
mimager  of  the  department  for  the  purpose  of  keeping  him  in  close  touch  with 
the  liabilities  of  his  clients  without  the  necessity  of  consulting  the  liability 
ledger.  It  is  also  suggested,  if  required,  that  the  originals,  or  perhaps  dup- 
licates, of  the  form  be  delivered  to  the  board  of  directors  of  the  Federal  reserve 
twnk  at  stated  intervals. 

Form  FX  S9. — This  is  designed  to  cover  the  receipt  of  a  cable  from  abroad, 
coDceming  which  it  is  necessary  to  cable  a  reply  and  may  be  of  use  in  relations  * 
with  member  banks  as  well  as  for  those  from  whom  bills  of  exchange  have 
Aeen  purchased  in  the  open  market. 

Form  FX  40. — ^This  form  is  somewhat  descriptive  of  Its  use,  and  is  intended 
to  be  a  matter  of  record  of  the  addition  of  any  word  in  the  private  cable  coda 

Form  FX  J^l. — ^This  is  an  added  ledger  G^eet  for  the  foreign-department 
ledger,  descriptive  of  the  record  of  purchases  and  sales  of  foreign  currency  over 
the  counter.  Its  use  will  enable  any  examiner  to  know  just  how  much  of  any 
perticnlar  foreign  currency  is  being  held  in  the  department,  together  with  the 
dollar  value  at  which  it  is  being  carried  on  the  booka 

Forms  FX  42  and  4S^ — These  are  credit  and  debit  tickets  descriptive  of  the 
different  classes  of  foreign  currency  bought  nnd  sold,  and  from  which  the 
Iwokkeeper  will  post  to  the  foreign-currency  sheet. 

Form  FX  44- — This  is  a  labor-saving  form  which  covers  an  advice  to  the  cus- 
tomer, together  with  a  debit  and  credit  to  different  accounts. 

Form  FX  45.— This  is  identical  with  Form  FX  44,  with  the  exception  that 
the  advice  to  the  customer  reflects  a  debit  in  his  account,  the  manifolding  entry 
being  a  credit  to  some  other  account 

Form  FX  4^. — ^S.  suggested  form  of  daily  statement  for  the  foreign  depart- 
oie&t,  showing  its  condition  in  a  similar  manner  to  that  of  the  rest  of  the  bank. 
This  daily  statement  should  be  in  the  hands  of  the  administration  of  the 
hank  each  morning  at  the  same  time  that  the  daily  statement  book  of  the 
^eral  bank  Is  being  examined,  so  that  the  two  may  be  compared  if  necessary. 

Form  FX  47. — This  form  has  been  arranged  in  order  that  the  regional  banks 
might  be  equipped  to  handle  strictly  collection  items  payable  in  foreign  coun- 
tries, and  upon  which  no  advance  or  credit  would  be  made  until  the  actual 
settlement  of  the  item.    Its  explanation  follows: 

Page  1 :  Accompanies  the  original  draft  and  documents  abroad. 

Page  2 :  Accompanies  the  duplicate  draft  and  documents  abroad. 

Page  3 :  Serves  as  an  acknowledgment  of  the  receipt  of  the  item,  together  with 
a  "follow-up." 

Page  4 :  Is  an  advice  of  credit  to  the  customer. 

Page  5 :  Is  a  credit  to  the  customer's  account. 

Page  6 :  Is  a  debit  to  "  Due  from  foreign  banks.** 

Form  FX  48.— This  is  identical  with  Form  FX  47,  with  the  exception  that  it 
is  intended  to  cover  strictly  collection  items  payable  in  foreign  countries,  which 
^^y  be  received  by  branch  banks  and  which  would  be  forwarded  abroad  for 
<>ccoaQt  of  its  regional  bank.    Its  explanation  follows : 

Page  1 :  Accompanies  the  original  draft  and  documents  abroad. 

Page  2:  Accompanies  the  duplicate  draft  and  documents  abroad. 

Page  8 :  Serves  as  an  acknowledgment  to  regional  bank  of  the  receipt  of  the 
item. 

Page  4 :  Serves  as  an  acknowledgment  to  branch  bank  of  the  receipt  of  the 
Jtem,  together  with  a  "  follow-up.*' 

Page  5 :  Advice  for  customer  of  the  branch  bank. 

Page  6 :  Credit  for  customer  of  the  branch  bank. 

Page  7 :  Debit  to  the  regional  bank. 

Page  8:  Letter  to  the  regional  bank  descriptive  of  the  forwarding  of  the  item. 

Page  9:  Advice  for  branch  bank. 

Page  10 :  Credit  for  branch  bank. 

Page  11 :  Debit  to  "  Due  from  foreign  banks.** 

Form  FX  4$. — ^A  sample  check  to  be  used  by  the  regional  bank  in  drawing 
^POQ  their  direct  connections  abroad,  and  concerning  which  it  will  be  noted 
^t  the  original  and  duplicate  advices,  together  with  the  credit  to  the  foreign     . 


100     ANNUAL  REPORT  OF  THE  FEDERAL  RESERVE  BOARD. 

bank's  account,  as  well  as  the  auditor's  checking  stub,  have  been  written  at 
the  time  of  the  issuance  of  the  check. 

Fomh  FX  50. — ^A  sample  check  to  be  used  by  the  regional  banks  in  drawing 
apon  a  branch  or  a  correspondent  of  their  foreign  connection. 

Form  FX  51. — ^A  sample  check  for  the  use  of  regional  banks  in  drawing  their 
long  drafts  upon  a  direct  connection  abroad. 

Form  FX  52. — ^This  is  the  departmental  daily  proof  sheet,  upon  which  Is 
transcribed  the  totals  as  obtained  from  the  recapitulation  of  the  "block" 
sheets. 

It  will  be  noted  that  in  each  case  the  accounts  descril)ed  upon  the  proof 
sheet  represent  simply  interlocking  balances  with  the  general  ledger  and  other 
departments,  so  that  the  proof  of  the  accuracy  of  the  figures  is  controlled  by 
other  departments. 

AUDITING   DEPARTMENT. 

The  duties  of  the  auditor  will  be  largely  governed  by  his  vested  i)ower  and 
authority,  but  in  no  sense  should  his  department  form  an  operating  unit  of  the 
bank. 

His  functions  should  be  those  of  verification  and  control,  systematic  examina- 
tions  of  the  different  departments,  criticism  of  discipline  and  system,  and  he 
should  have  a  general  knowledge  of  the  earnings  and  expenses  of  the  bank. 

The  routine  of  the  auditing  department  would  consist  of  examinations,  veri- 
flcation  of  correction  entries,  scrutiny  of  general-ledger  tickets,  adjustment  of 
errors,  reconciliation  of  balances,  both  domestic  and  foreign,  maintaining  direct 
correspondence  with  member  banks,  etc.,  in  reply  to  inquiries  aflFecting  the 
adjustment  of  accounts,  investigations  resulting  from  the  marking  of  mall 
matter  to  the  auditing  department  by  the  officers  of  the  bank  who  desire  special 
investigations  to  be  made,  control  with  a  daily  proof  and  by  means  of  checking 
to  stubs  all  cashier's  checks,  expense  voucher^,  redemption  checks,  and  certi- 
fied checks;  arranging  for  the  handling  and  reforwarding  of  national-bank 
examiners'  requests  for  Information,  and  establishing  a  proof  uiwn  the  general 
ledger. 

The  forms  of  the  department  would  be : 

Fof*m  A  1. — ^This  will  be  used  for  the  registration  of  such  inquiries  as  may 
be  received  in  connection  with  examinations  by  bank  examiners,  directors,  etc. 

Form  A  2. — ^To  be  used  in  forwarding  the  balance  of  any  account,  as  at  the 
close  of  business  on  a  certain  day.  in  response  to  an  authorized  request. 

Form  A  S. — ^Reconcilement  blank  to  accompany  the  daily  statement  which  will 
be  forwarded  to  each  account  upon  the  last  business  day  of  the  month. 

Form  A  4- — Sample  envelope  to  be  inclosed  with  the  above  form  of  reconcile- 
ment in  order  that  Its  return  may  be  made  directly  to  the  auditing  departmcmt. 

Form  A  5. — Card  record  for  rearistering  the  re(»eipt  of  reconcilements. 

Form  A  6. — ^A  tracer  to  be  forwarded  no  later  than  the  15th  of  the  succeed- 
mg  month  to  such  accounts  as  have  not  reconciled  their  balance  of  the  month 
prior. 

Form  A  7, — ^A  form  to  be  used  in  decreasing  formal  letter  writing,  looking  to 
the  adjustment  of  exceptions,  as  shown  upon  the  reconcilements. 

Form  A  8. — Form  of  reconcilement  to  be  retained  by  the  auditing  department 
and  upon  which  will  be  inscribed  the  reconciliation  of  balances  with  other 
Federal  reserve  agents  as  well  as  with  foreism  banks. 

Form  A  9, — To  be  used  after  the  reconciliation  of  foreign  accounts  In  In- 
•  structing  the  foreign  department  to  make  entries  covering  commission  charges, 
postage,  etc. 

Form  A  10. — Auditor's  proof  of  general  ledger,  the  figures  for  which  ^ill  be 
assembled  from  a  recapitulation  of  the  different  departmental  proof  sheets. 

Fom  A  11. — Suggested  letterheads  for  the  corres[)ondeuce  of  the  auditor. 

Fovn)  A  12. — Card  rocord  to  be  filed  chronologically  in  a  special  examination 
file,  and  upon  which  will  be  inscribed  the  teller  or  subject  to  be  examined,  the 
Milient  points  to  be  covered,  and  the  best  methods  of  i)rocedure.  This  will 
enable  the  auditor  to  make  systematic  examinations  at  Irregular  ijeriods.  owing 
'  to  the  fact  that  upon  each  day  of  examination  the  cards  will  be  replaced  in  the 
file  in  the  compartment  of  a  future  determined  date. 

Form  A  IS. — ^To  be  tised  in  requesting  special  reports  from  clerks  who  have 
made  errors,  either  of  commission  or  omission. 

In  this  connection  it  la  suggested  that  the  secretary-treasurer  and  an  assist- 
.  .  ant,  or  any  two  oflacers  who  might  be  determined  uix)n,  meet  with  the  auditor 
•    -each  business  morning  for  the  purpose  ^f  examining  the  typewritten  reports 
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whlcli  will  be  the  result  of  nslng  Form  A  13,  as  In  this  way  the  designated 
officials  of  tlie  bank  will  be  Icept  in  close  toach  witb  tbe  clerical  force.  Possible 
defects  of  system  will  be  obtained  in  tbls  way  which  it  would  be  difficult  to 
develop  In  any  other  manner. 

Form  A  i^. — ^Thls  will  be  used  in  reporting  the  results  of  departmental  and 
other  examinations. 

There  will  be  no  cashier-check  registers  maintained  in  the  department,  inas- 
Diach  as  this  work  is  a  duplication  of  labor,  and  for  the  purposes  of  proof 
and  control  the  same  object  will  be  served  by  retaining  the  credit  tickets 
executed  at  the  same  time  the  checks  are  drawn. 

MA1I<  DEPABTMENT. 

This  dei>artment  will  receive  and  distribute  all  mail  matter  received  between 
tibe  hours  of  9  a.  m.  and  2.30  p.  m.,  and  likewise  it  will  be  intrusted  with  the 
forwarding  to  member  banks,  etc.,  of  all  mail  matter  emanating  from  the 
officers  and  the  different  departments. 

It  is  suggested  that  the  equipment  include  steel  racks  with  suitably  sized 
compartments^  in  which  the  mail  for  each  member  bank  may  be  accumulated 
(in  this  way  a  saving  of  postage  will  be  made),  an  electric  envelope  opener, 
and  an  ^ectric  envelope  sealer. 

FILING  DEPABTMENT. 

The  object  of  this  department  will  be  the  collection  and  filing  of  all  mail  mat- 
ter which  has  accumulated  during  the  day.  There  are  no  distinctive  forms  for 
Uie  department,  but  it  Is  suggested  that  the  files  be  operated  upon  a  plan  of 
assembling  into  separate  compartments,  under  an  alphabetical  arrangement  of 
member  Imnks,  such  mall  matteiiand  carbon  copies  of  transactions  as  may  affect 
each  individual  bank. 

The  daily  accumulation  of  ledger  sheets  from  the  bookkeeping  department, 
liability  slips  from  the  discount  department,  general  ledger  tickets,  canceled 
checks  from  the  auditing  department,  and  the  proof  sheets  and  block  sheets  of 
all  d^mrtments  will  likewise  be  filed  and  cared  for  by  this  department 

MISCELLANEOUS. 

The  following-described  forms  are  general  in  character  and  can  not  be 
directiy  assigned  to  any  particular  department: 

Form  MI8C  1, — ^A  sample  of  check  to  be  used  in  the  different  departments,  the 
distingnishing  red  numbers  being  indicative  of  the  department  originating  the 
transaction.  It  is  suggested  that  the  discount,  securities,  accounting,  and 
foreign-exchange  departments  be  supplied  with  their  own  cashier's  checks  to 
bear  the  distinctive  numbers  1,  2,  3,  and  4,  respectively. 

It  will  be  noted  that  at  the  time  the  check  is  drawn  a  corresponding  credit 
has  also  been  executed  by  means  of  a  carbon  Impression. 

An  auditor's  stub  has  been  affixed  to  the  check,  which  will  protect  the  sign- 
ing officer,  who  upon  affixing  his  signature  will  detach  the  stub  and  place  it 
in  a  box  situated  upon  his  desk.  The  auditing  department  will  collect  the  stubs 
the  following  morning  and  check  them  to  their  proper  entries. 

Forms  MI8C  2  and  3, — ^These  are  sample  creclit  and  debit  tickets,  which  will 
be  used  by  the  departments  in  executing  entries  which  have  not  been  covered 
by  other  forms. 

Forin  MI8C  h. — ^This  Is  n  form  of  debit  ticket  which  will  be  used  by  clerks 
working  after  hours  and  to  whom  a  disbursement  of  a  nominal  sum  will  be 

made 

Fwrm  MI8C  5. — ^This  will  be  used  in  handling  expense  incidental  to  the  for- 
warding or  receiving  of  telegrams  for  account  of  member  banks,  etc.,  its  expla- 
nation being: 

Slip  No.  1 :  Advice  to  member  bank  of  the  charge. 

Slip  No.  2 :  Debit  to  member  bank's  account. 

Slip  No.  3 :  Credit  to  "  Provision  for  disbursements." 

Form  MI8C  6. — This  will  be  used  by  all  departments  in  forwarding  regis- 
tered mail  matter  to  the  mail  department,  the  purpose  being  that  each  depart- 
ment will  obtain  a  signed  receipt  from  the  mail  department  that  the  contents 
of  the  letters  or  parcels  have  been  received  by  them. 
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Farm  MI8C  7. — ^A  vault  record  to  be  used  by  the  different  departments  and 
is  designed  to  show  the  time  their  particular  compartments  were  closed,  as 
well  as  the  opening  and  closing  of  the  main  doors  of  the  vault 

Form  MISC  8. — ^This  is  a  card  to  be  used  by  the  chief  clerk,  which  is  de- 
scriptive of  applications  for  employment  as  well  as  an  employee's  record. 

Form  MISC  9. — ^A  sheet  to  be  used  by  all  departments  in  reporting  to  the  chief 
clerk  the  time  of  closing  of  the  previous  day,  together  with  any  debit  or  credit 
difference  which  might  have  occurred  in  their  general  work.  Provision  has  also 
been  made  for  the  reporting  of  absentees  and  the  reason  for  absence. 

Form  MISC  10, — A  form  to  be  used  by  the  chief  clerk  in  reporting  to  the 
secretary-treasurer  the  time  of  closing  of  all  departments  on  the  day  prior,  to- 
gether with  any  debit  or  credit  differences  in  their  work,  names  of  absentees, 
and  the  reason  for  their  absence.  The  data  for  this  form  will  be  supplied  from 
the  departmental  record  as  outlined  in  Form  MI  SO  9. 

Form  MISC  11, — ^This  will  be  used  by  the  different  departments  in  requisition- 
ing supplies  from  the  chief  clerk.  The  second  sheet  of  the  form  is  a  carbon  coi)y 
of  the  requisition,  which  will  be  retained  by  the  department,  In  order  that  they 
may  be  in  a  position  to  check  the  departmental  bill  which  will  be  rendered,  say, 
semimonthly,  by  the  chief  clerk  or  the  purchasing  agent. 

Form  MISC  12, — ^A  card,  upon  which  will  be  inscribed  the  signatures  of  those 
authorized  in  the  member  banks  to  transact  business  with  the  Federal  reserve 
bank& 

Form  MISC  IS. — ^A  card,  upon  which  will  be  inscribed  the  signatures  of  Gov- 
ernment ofBcers  authorized  to  transact  business  with  the  Federal  reserve  banks. 

rEDEBAL  RESERVE  AGENT. 

As  the  Federal  reserve  agent  will  have  relations  with  the  Federal  reserve 
bank  and  the  Comptroller  of  the  Currency,  and  as  he  likewise  will  be  under 
the  necessity  of  making  certain  reports  to  the  Federal  Reserve  Board  at  Wash- 
ington, all  of  the  forms  to  be  used  by  the  agent  have  been  designed  to  cover 
his  necessary  bookkeeping  entries  as  well  as  to  provide  for  a  concentrated 
advice  of  his  operations  to  the  Federal  Reserve  Board. 

The  forms  of  the  agent  are: 

Form  FRA  /. — ^This  is  intended  to  cover  the  receipt  by  the  Federal  reserve 
agent  of  f'ederal  reserve  notes  from  the  Comptroller  of  the  Currency,  its  ex- 
planation being — 

Slip  No.  1 :  Acknowledgment  of  receipt  to  the  Comptroller  of  the  Currency. 

Slip  No.  2 :  Credit  "  Federal  reserve  notes  from  Comptrollen  of  Currency." 

Slip  No.  3 :  Debit  "  Federal  reserve  notes  on  hand." 

Form  FRA  2, — ^Thls  will  be  used  in  forwardipg  mutilated  Federal  reserve 
notes  to  the  Comptroller  of  the  Currency  for  destruction,  its  explanation  being — 
Slip  No.  1 :  Notification  to  the  comptroller  of  the  forwarding  of  the  notes. 
Slip  No.  2:  To  accompany  the  shlpm«it. 
Slip  No.  3 :  Credit  "  Federal  reserve  notes  on  hand." 

Slip  No.  4 :  Debit  "  Federal  reserve  notes  from  Comptroller  of  the  Currency." 
Form  FRA  3. — This  will  be  for  use  of  the  Federal  reserve  agent  when  Issuing 
Federal  reserve  notes  to  the  Federal  reserve  bank,  its  explanation  being — 
Slip  No.  1 :  Credit  to  **  Federal  reserve  notes  on  hand." 
Slip  No.  2 :  Debit  to  "  Federal  reserve  notes  in  circulation." 
Slip  No.  3 :  Debit  "  Rediscounts  to  secure  Federal  reserve  notes." 
Slip  No.  4 :  Credit  "  Collateral  received  from  Federal  reserve  bank.  Chicago." 
The  advice  to  the  Federal  Reserve  Board  at  Washington  of  the  issuance  of 
the  currency  and  its  supporting  collateral,  having  already  been  obtained  by 
means  of  the  continuous  record,  as  outlined  in  the  discount  section,  it  will  not  be 
necessary  to  provide  this  form  with  a  slip  covering  advice.     It  will,  however, 
be  noted  that  all  of  the  necessary  bookkeeping  entries  have  been  written  at  one 
operation. 

Form  FRA  Jj, — This  will  be  used  to  cover  the  depositing  of  gold  or  other 
lawful  money  by  the  Federal  reserve  bank  with  the  Federal  reserve  agent  to 
reduce  the  outstanding  Federal  reserve  notes.  Its  explanation  being — 
Slip  No.  1 :  Credit  to  "  Provision  for  redemption  of  Federal  reserve  notes." 
Slip  No.  2 :  Debit  "  Gold  and  lawful  money  to  retire  Federal  reserve  notes." 
Form  FRA  5. — ^Thls  is  a  sample  loose-leaf  ledger  sheet  to  be  used  by  the  Fed- 
eral reserve  agent  In  maintaining  such  controlling  accounts  as  will  be  necessary. 
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It  will  be  noted  that  a  duplicate  of  the  ledger  sheet  has  been  provided,  with 
the  thought  that  this  will  serve  the  purpose  of  a  concentrated  daily  statement 
to  the  Federal  Reserve  Board  of  the  condition  of  the  Federal  reserve  agent's 
aoconniB. 

F6r  the  relations  of  the  Federal  reserve  agent  with  the  Secretary  of  the 
Treasury,  covering  transactions  In  "  Transit  account,"  see  Form  B  5  of  the  book- 
keeping department. 

SECRETARY  OF  THE  TREASURY. 

Under  the  proposed  transit  plan  a  certain  portion  of  the  gold  reserve  of 
the  Federal  reserve  banks  will  be  concentrated  at  Washington  with  the  Sec- 
retary of  the  Treasury,  who  will  maintain  a  record  descriptive  of  the  balance 
of  the  gold  reserve  of  each  Federal  reserve  bank. 

The  entries  In  the  different  balances  will  be  obtained  from  daily  statements 
received  from  the  Federal  reserve  agents,  who,  as  previously  outlined,  will 
rerifly  the  entries  and  authenticate  the  daily  statements  with  their  signatures. 

As  it  will  be  advisable  for  each  Federal  reserve  bank  to  be  acquainted 
daily  with  the  condition  of  their  gold  reserve  at  Washington,  a  form,  in  du- 
plicate, has  been  provided  which  will  enable  the  Secretary  to  retain  the  top 
page  as  a  ledger  sheet,  or  permanent  record,  while  the  duplicate  will  be  for- 
warded to  the  Federal  reserve  banks. 

System  II. 

In  the  development  of  this  system  every  effort  has  been  made  to  simplify 
and  abridge  the  clerical  routine  by  the  use  of  manifold  forms  where  initial 
entries  could  be  utilized  for  a  number  of  purposes;  to  organize  the  depart- 
ments and  procedure  so  that  needless  duplication  of  work  and  records  would 
be  avoided ;  and  finally,  by  the  introduction  of  special  departmental  settlement 
forms  which  would  serve  both  for  the  departmental  proof  and  the  auditor's 
control,  to  centralize  in  the  audit  division  complete  control  over  the  daily 
operations. 

A  few  typical  examples  will  serve  to  illustrate  the  extent  to  which  reentry 
of  transactions  has  been  avoided  by  the  use  of  manifold  forms.  In  the  loan 
department  there  will  be  prepared  at  one  writing  the  loan  register  entry  and 
tbe  liability  ledger  voucher  from  which  the  debit  entries  In  the  liability  ledgers 
will  be  checked  and  the  credit  entries  posted  upon  maturity  of  the  loan. 
The  form  devised  for  use  in  connection  with  transfers  to  banks  In  other  dis- 
tricts will  permit  of  the  preparation  at  one  writing  of  the  credit  or  charge  to 
the  regional  bank,  the  office  record,  and  the  advice  to  be  sent  to  the  member 
bank  affected.  The  member  banks'  form  for  returning  items  unpaid  provides 
for  the  preparation  at  one  writing  of  the  letter  of  inclosure  to  the  member 
bank  to  which  the  item  is  returned,  authorization  to  recipient  to  credit  its 
regional  bank,  advice  to  the  regional  bank  of  the  charge  to  its  account  for 
the  item,  authorization  of  the  transfer  of  such  charge  to  the  regional  bank 
in  whose  district  the  item  originated,  and,  finally,  the  member  bank's  record 
of  the  return  of  the  item  and  of  its  charge  to  the  regional  bank  from  which 
received.  In  the  bookkeeping  department  there  will  be  prepared  at  one  writing 
the  regional  bank's  ledger  record  of  its  transactions  with  the  member  banks 
nnd  the  statements  of  account  and  advices  to  be  sent  the  member  banks. 
While  special  attention  has  been  given  to  arranging  these  and  all  other  forms 
accompanying  this  report  so  that  they  can  be  used  with  any  of  the  standard 
adding  and  typewriting  machines  now  on  the  market,  no  radical  changes  in  the 
accounting  system  should  be  necessary  were  special  machines  utilized. 

In  the  planning  of  the  departments,  the  aim  has  been  to  restrict  them  to 
the  smallest  number  required  for  the  expeditious  and  correct  handling  of  the 
work,  to  group  the  departments  and  operations  so  that  conflict  of  duties  and 
consequent  duplication  of  work  would  be  avoided,  and  finally,  by  compelling 
departments  handling  funds  to  account  to  another  department  for  such  funds, 
to  have  the  departments  themselves  automatically  check  each  other's  work. 
The  extent  to  which  duplication  of  work  and  records  has  been  overcome  by 
planning  the  procedure  so  that  the  Items  will  go  direct  from  the  department  in 
which  they  originate  to  the  final  recording  department,  is  Illustrated  by  the 
following : 

Upon  receipt,  checks  drawn  by  member  banks  on  their  regional  banks  will  be 
sorted  and  listed  on  proof  sheets,  the  number  of  the  member  bank  inserted,  and 
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both  the  proof  sheets  and  the  checks  forwarded  to  the  bookkeeping  department. 
The  proof  sheets  will  be  delivered  to  the  journal  clerks,  who  will  post  the 
totals  shown  thereon  to  the  proper  accounts  in  the  member  bank's  journal. 
The  checks  themselves  will  be  utilized  by  the  ledger  clerks  for  preparing  the 
ledger  record  and  the  daily  statement  to  be  sent  to  the  member  banka  As  the 
entries  in  the  journal  will  be  compiled  from  the  proof  sheets  and  those  on  the 
ledger  direct  from  the  items,  and  a  daily  comparison  made  of  the  two  sets  of 
balances,  it  is  obvious  that  this  procedure  affords  every  possible  protection 
against  errors — and  moreover  with  only  two  entries  of  the  item. 

The  following  is  a  brief  description  of  the  proof  system  by  means  of  which 
the  audit  division  will  be  able  to  maintain  complete  control  over  the  work  of 
the  various  departments  whose  transactions  affect  the  figures  in  the  dally  state- 
ment of  condition.  Departmental  settlement  sheets  (Form  A-2)  have  been 
provided  on  which  the  various  departments — or  subdivisions  of  departments,  in 
the  case  of  the  clearings  and  transit  departments — will  be  required  to  balance 
their  work  independently  but  along  uniform  lines.  The  upper  section  of  this 
form  is  ruled  for  entry  of  the  debits  and  credits  of  the  departments  to  the  mem- 
ber banks,  Government  deposits,  general,  and  other  accounts,  and  the  lower  sec- 
tion for  entry  of  the  interdepartmental  debits  and  credits  in  respect  of  items 
delivered  to  or  received  from  them,  and  such  other  departmental  transactions 
as  may  arise.  Each  department  receiving  Items  from  another  d^Mirtment  beln^ 
required  to  enter  them  on  its  settlement  sheet  to  the  credit  of  the  department 
charging  them,  It  Is  apparent  that  for  each  debit  and  credit  in  a  certain  dQ[)art- 
ment  there  should  be  a  corresponding  credit  or  debit  in  some  other  department. 
At  the  close  of  business  each  day  the  totals  of  the  departmental  settlement 
sheets  are  to  be  assembled  by  the  auditor  on  the  general  proof  sheet  This 
general  proof  sheet  will  at  once  reveal  any  errors  in  the  work  of  the  different 
departments  and  will  serve  to  centralize  in  the  audit  division  complete  control 
over  the  dally  operations  of  the  bank  by  furnishing  the  means  for  tracing  and 
verifying  all  Interdepartmental  entries.  Furthermore,  this  control  wlU  he  ob- 
tained without  unne<;essary  relisting,  for  the  items  will  go  direct  from  the 
various  tellers'  departments  to  the  bookkeeping  department. 

CHIEF   CLEBK. 

The  chief  clerk  will  be  the  intermediary  between  the  ofllcers  and  the  clerks 
engaged  in  the  banking  division.  All  instructions  of  the  officers  affecting  the 
clerks  in  this  division  are  to  be  issued  through  the  chief  clerk,  who  should  be 
held  responsible  for  the  fulilllment  of  such  instructions,  and  also  for  the  prompt 
and  efficient  conduct  of  the  routine  work  of  the  division  and  for  the  general 
discipline  of  the  clerks  under  his  jurisdiction. 

Subject  to  the  approval  of  the  officer  in  charge,  the  chief  clerk  should  arrange 
for  the  filling  of  temporary  vacancies  occasioned  by  illness,  vacations,  etc.,  and 
for  the  purchase  of  stationery  and  supplies. 

LOAN  AND  INVESTMENT  SECUKIII£S  DEPABTMENTS. 

The  loan  and  investment  securities  departments  will  comprise  the  rediscounts 
department,  the  open-market  purchases  department,  and  the  investment  securi- 
ties department.  Explanatory  of  the  functions  of  these  departments  and  the 
records  to  be  maintained  therein,  we  submit  the  following: 

REDISCOUNTS    AND   OPEN-MARKET    FUBCHASRS    DEPARTMENT. 

The  rediscounts  and  open-market  purchases  departments  will  be  responsible 
for  the  proper  handling  and  custody  of  the  notes  rediscounted  for  member 
banks  and  the  paper  purchased  in  the  open  market,  and  also  for  the  mainte- 
nance of  the  books  and  forms  required  for  recording  the  transactions  and  col- 
lecting such  of  the  loans  as  are  payable  out  of  town.  Briefly,  the  duties  of 
these  departments  will  include  the  examination,  as  to  their  regularity,  of  the 
notes,  drafts,  etc.,  received ;  the  calculation  of  the  interest,  discount,  and  maturi- 
ties ;  the  entering  of  the  paper  in  the  discount  registers,  maturity  records,  and 
liability  ledgers;  the  filing  of  the  paper  pending  collection,  which  is  to  be 
effected  through  member  banks  In  the  event  of  the  paper  being  payable  out 
of  town,  or  through  the  note  teller's  department  if  payable  in  the  city  In  which 
the  regional  bank  is  situated :  and  the  posting  of  the  credits  for  payments  in 
the  liability  ledgers. 
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The  forms  to  be  used  iu  the  rediscounts  and  open-market  purchases  depart- 
Qtenu  being  either  similar  or  common  to  both,  the  two  departments  will  be 
dealt  with  as  a  unit  in  the  ensuing  description  of  the  forms  required. 

Autharitff  to  rediscount  (B-i). — ^This  form  when  executed  will  be  a  certificate 
reciting  that  the  board  of  directors  of  the  member  bank  has  authorized  certain 
of  the  oificero  to  rediscount  with,  sell  to,  or  borrow  from  their  regional  buik. 
A  copy  of  this  form  is  to  be  executed  by  each  member  bank. 

Appiication  for  loan  (B-^), — An  application  is  to  be  executed  on  this  form 
toy  the  member  bank  and  submitt(*d  to  the  regional  bank  with  each  schedule  of 
notes,  drafts,  and  bills  of  exchange  offered  for  rediscount. 

Scheduie  of  notes,  drafts,  and  hills  of  ewchange  offered  for  rediscount  {BS), — 
This  form,  after  completion  by  the  member  bank,  is  to  be  forwarded  to  the 
regHoiial  bank  together  with  the  application  for  loan,  Form  B-2. 

In  order  that  the  regional  bank  may  have  sufficient  details  of  the  paper  offered 
tsr  rediscount,  provision  has  been  made  for  incluidon  in  this  schedule  of  the 
umber,  name,  and  location  of  the  offering  bank ;  the  name,  address,  and  bust- 
sen  of  the  maker  or  drawer ;  the  acceptor,  indorser,  or  collateral ;  where  pay- 
able; date  of  note;  due  date;  discount  rate;  and  face  amount  of  note. 

Register  of  rediscounts  {B-4) ;  register  of  open-market  purchases  (BS).— 
As  the  notes,  drafts,  or  bills  are  received  from  the  member  banks  for  rediscount, 
or  purchased  in  the  open  market,  they  are  to  be  entered  directly  from  the  notes 
in  the  respective  reglstera  These  registers  are  arranged  so  as  to  show  for 
each  item  the  consecutive  index  number;  the  date  rediscounted  or  purchased; 
date  of  note;  due  date;  time;  rate  of  discount;  amount  of  note;  discount;  pro- 
ceeds; for  whom  rediscounted  or  from  whom  purchased;  tlie  maker  or  drawer; 
the  acceptor,  indorser,  or  collateral ;  and  where  payable.  The  **  a'*  sections  of 
these  forms  will  be  classified  as  to  city  and  country  items,  and  thereafter  filed 
in  chronological  order  according  to  due  dates,  while  the  "  b  *'  sections  wiU  be 
placed  tn  binders  and  will  constitute  the  discount  registers  proper. 

Credit  tickets  for  the  proceeds  of  the  notes,  etc.,  rediscounted  or  purchased 
in  the  open  market,  will  be  prepared  at  intervals  during  the  day  and  forwarded 
to  the  bookkeeping  department. 

At  the  close  of  businesn,  tickets  covering  the  day's  totals  of  the  rediscounts 
ind  open-market  purchases,  and  the  discount  received  on  each  class  of  paper,  as 
shown  by  the  resiiective  registers,  are  to  be  prepared  and  forwarded  to  the  book- 
keeping department. 

dip  maturity  record  {B-6) ;  country  maturity  record  (B-7). — ^After  the 
notes,  drafts,  etc.,  have  been  recorded  in  the  discount  registers,  th^  are- to  be 
classified  as  to  "  city  *'  and  **  country  "  items  and  entered  in  the  proper  maturity 
record  under  the  respective  due  date&  As  the  tickets  prepared  at  the  time  the 
cDtriee  are  made  in  the  discount  registers  will  be  filed  in  chronological  order 
according  to  due  dates  and  will  be  available  for  reference,  it  will  be  necessary 
to  enter  in  the  city  maturity  record  only  the  index  number  and  the  amount  of 
the  note,  and  in  the  country  maturity  record  only  the  index  number,  the  amount 
nt  the  note,  and  where  payable.  For  such  of  the  items  as  are  sent  to  member 
hanks  for  collection,  the  date  on  which  the  receipt  of  the  item  is  acknowledge  by 
the  collecting  bank  is  to  be  subsequently  added  from  Form  B-13. 

At  the  close  of  business  each  day  tickets  for  the  totals  of  the  respective  ma- 
turities are  to  be  prepared  and  forwarded  to  the  general  bookkeeper  for  credit 
to  the  controllin|s  accounts. 

The  maturity  records  are  to  be  footed  weekly,  and  from  the  footings  so  ob- 
tained will  be  compiled  the  totals  for  the  30-day,  60-day,  and  90-day  pap^ 
rediscounted  or  purchased  by  the  regional  bank. 

Notes  or  other  items  rediscounted  for  member  banks  and  not  paid  at  ma- 
tarity  are  to  be  charged  to  the  account  of  the  member  bank  for  which  redls- 
'-oonted  and  returned.  Paper  bought  in  the  open  market  not  paid  at  maturity 
is  to  be  charged  to  an  account  entitled  "  Past  due  paper,"  pending  payment  or 
other  disposition. 

Member  hanks^  liability  ledger  (BS). — This  form  is  designed  to  provide  a 
detailed  record  of  the  contingent  liabilities  of  each  member  bank  to  the  regional 
bank. 

A  separate  sheet  will  be  opened  for  each  member  bank  on  which  will  be 
recorded  in  the  "  rediscounts "  section  the  date  on  which  the  item  was  redis- 
counted; Its  Index  number;  the  maker  or  drawer;  the  acceptor  or  indorser; 
the  due  date;  the  discount  rate;  and  the  rediscount  amount.  When  paid,  the 
date  and  amount  of  the  payment  will  be  entered  in  the  "  credits  "  columns  and 
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the  amount  in  the  "  balance  "  column  reduced  accordingly.  In  the  section  desig- 
nated "  other  liability  "  will  be  entered  the  details  of  the  contingent  liability 
of  the  member  banks  as  acceptors  or  indorsers  on  paper  purchased  in  the  <^)en 
market. 

The  debit  entries  are  to  be  posted  direct  from  the  notes  and  proved  by  com- 
parison with  the  tickets  prepared  at  the  time  the  entries  are  made  In  the 
discount  registers. 

Liability  ledger — Redigcounts  and  open  market  purchases  {B-9). — ^In  this 
record  will  be  entered  imder  the  names  of  the  makers  or  acceptors  th^r  lia- 
bility to  the  regional  bank  in  respect  of  notes  rediscounted  by  member  banks 
and  paper  purchased  in  the  open  market. 

In  addition  to  the  name,  address,  business,  and  rating  of  the  borrower  there 
will  be  entered  in  this  ledger  the  date  on  which  the  note,  draft,  etc.,  was  redis- 
counted or  purchased;  the  index  number;  from  whom  received;  the  indorsers; 
the  due  date,  and  the  amount  of  the  liability,  subdivided  as  to  rediscounts  and 
open  market  purchases.  When  paid,  the  date  and  amount  of  the  payment  will 
be  entered  in  the  "  credits  "  columns  and  the  amount  in  the  "  balance  "  column 
reduced  accordingly. 

Should  the  notes,  drafts,  etc.,  be  later  hypothecated  with  the  Federal  reserve 
agcAit  this  Information  is  to  be  entered  in  the  *'  deposited  "  column  on  the  line 
containing  the  description  of  the  paper.  When  returned  by  the  Federal  reserve 
agent,  the  date  is  to  be  entered  in  the  "  withdrawn  "  column  and  the  amount  in 
the  "balance"  column  reduced  accordingly.  This  balance  can  be  very  readily 
proved  by  listing  the  open  items. 

From  the  foregoing  it  will  be  seen  thnt  this  ledger  will  show  both  the  extent 
of  the  borrower's  liability  and  the  location  of  the  paper — ^that  is,  whether  It  Is 
In  the  possession  of  the  regional  bank  or  whether  it  is  held  by  the  Federal 
reserve  agent  as  collateral. 

In  the  event  of  paper  being  sold  by  the  regional  bank  prior  to  maturity,  the 
date  and  amount  would  be  posted  in  the  "  credits  **  column  and  the  name  of  the 
purchaser  recorded  in  the  "  sold  to  "  column. 

The  debit  entries  are  to  be  posted  direct  from  the  notes  and  proved  by  com- 
parison with  the  tickets  prepared  at  the  time  the  entries  are  made  in  the  dis- 
count registers. 

Contingent  liability  record — rediscounts  and  open  market  purchases  (B-IO). — 
Separate  sheets  of  this  form  are  to  be  used  for  each  indorser  on  paper  redis- 
counted or  purchased  in  the  open  market  The  form  will  be  headed  with  the 
name  of  the  indorser,  his  address,  business  and  financial  rating,  and  will  show 
for  each  item  the  date  on  which  it  was  rediscounted  or  purchased ;  the  index 
number;  the  maker  or  accepter;  the  liability  amount ;  the  credits  for  paymeits; 
and  the  balance — representing  the  net  contingent  liability. 

The  debit  entries  are  to  be  posted  direct  from  the  notes  and  proved  by  com- 
parison with  the  tickets  comiiared  at  the  time  the  entries  are  made  in  the 
discount  registers. 

Weekly  report  of  borrower's  liability  (B-ll). — It  is  through  the  medium  of 
this  form,  which  is  to  be  prepared  weekly  by  the  regional  banks  from  the  lia- 
bility ledgers,  that  tlie  Federal  Reserve  Board  will  obtain  the  data  it  requires 
as  to  the  extent  and  nature  of  the  liabilities  of  the  customers  of  the  member 
banks  to  the  regional  banks  and  the  amount  of  the  paper  hypothecated  by  the 
regional  banks  with  the  Federal  reserve  agent.  Two  copies  are  io  be  made,  one 
of  which  is  to  be  forwarded  to  the  board  and  the  other  retained  by  the  re- 
gional bank.  So  as  to  minimize  the  amount  of  work  involved  in  the  preparation 
of  this  report,  it  is  suggested  that  lines  of  less  than,  say,  $10,000  be  excluded. 

Being  designed  on  the  unit  plan,  it  will  only  be  necessary  for  the  Federal 
Reserve  Board  to  assembled  in  alphabetical  order,  according  to  makers  or 
acceptors,  the  reports  received  from  the  various  regional  banks  in  order  to 
ascertain  the  aggregate  liability  of  each  individual  borrower  for  notes  redis- 
counted or  purchased  by  the  regional  banks. 

Weekly  report  of  mnnbcr  banks  credit  balances  and  rediscounts  (B-12), — 
This  form  is  somewhat  similar  to  Form  B-ll.  except  that  it  is  intended  to 
show,  for  each  member  bank,  its  average  credit  balance  with  the  regional  bank, 
the  amount  of  notes  rediscounted  by  it  with  the  regional  bank,  and  the  con- 
tingent liability  of  the  member  bank  in  resjieot  of  acceptances  or  indorsements 
on  paper  purchased  by  the  regional  bank  In  the  open  market. 

The  data  required  for  the  completion  of  this  form  will  be  obtained  from  the 
member  bank's  liability  ledger.  Fonu  H  X.  and  from  the  member  bank's  ledger 
Pbrm  **(}-4a." 
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CoUectUm  form  for  notes  owned  payable  in  discounting  bank's  district 
(B-W).—The  several  copies  of  this  form  will  serve  respectively  as  a  letter  of 
inclomire,  receiving  bank's  acknowledgment,  charge  ticket,  and  office  record  of 
notes  owned,  wblch  are  sent  to  a  member  bank  for  collection.  It  is  to  be  pre- 
pared !a  qoalrupllcate  and  the  following  disposition  made  of  the  various  copies : 

Original :  To  be  sent  to  collecting  bank  with  item,  as  a  letter  of  inclosure. 

Duplicate :  To  be  sent  with  item  to  collecting  bank,  by  which  it  will  be  signed 
and  returned  to  regional  bank.  Upon  receipt  by  regional  bank,  the  date  of 
tbe  flcknowledgment  is  to  be  entered  on  the  country  maturity  record.  Form 
R-7,  .iOfl  duplicate  filed  in  correspondence  file. 

Triplicate :  To  be  filed  by  regional  bank  in  note  file  until  maturity,  then  turned 
orer  U>  tbe  note  teller's  department  Thereafter  the  collecting  bank  will  be 
cbar^  with  the  amount  of  the  item  and  triplicate  sent  forward  as  an  advice 
of  such  charge. 

QaadnipUcate :  To  be  retained  by  the  regional  bank  in  numerical  order  as  a 
pffinanent  record. 

Collection  form  for  notes  owned  passable  in  other  districts  (B-H). — ^This 
(onn  is  to  be  used  in  forwarding  to  other  regional  banks  notes  owned  which  are 
payable  outside  the  district  of  the  forwarding  regional  bank ;  it  consists  of  an 
original  to  be  sent  to  the  collecting  regional  bank  with  the  items  and  a  dupli- 
cate to  be  retained  by  the  forwarding  banlL. 

On  the  due  date  of  the  items,  the  duplicate,  or  debit  sheet,  is  to  be  turned 
over  to  the  note  teller's  department  and  used  as  a  charge  against  the  collecting 
re^onal  bank. 

Record  of  notes  hypothecated  with  Federal  reserve  agent  {B-15). — ^This 
^onn,  which  is  to  be  prepared  in  duplicate,  and  is  to  accompany  each  lot  of 
Mtes  turned  over  to  the  Federal  reserve  agent  as  collateral  for  Federal  reserve 
Dotes  issued,  provides  for  the  recording  of  the  serial  numbers  given  the  notes 
bj  the  Federal  reserve  agent  and  by  the  regional  bank,  and  the  amounts  of  the 
Dotes  hypothecated. 

CpoD  delivery  of  the  notes,  the  original  of  this  form  is  to  be  signed  by  a 
represeatative  of  the  Federal  reserve  agent  as  an  acknowledgement  of  the 
receipt  of  the  notes,  and  then  returned  to  the  regional  bank.  The  duplicate 
is  to  be  retained  by  the  Federal  reserve  agent  as  his  record  of  the  transaction. 

Wben  the  notes  are  returned  to  the  regional  bank  by  the  Federal  reserve 
SlMit  the  date  on  which  they  are  so  returned  is  to  be  inserted  on  both  copies ; 
consequently  both  the  Federal  reserve  agent  and  the  regional  bank  will  be  in 
I^owesslon  of  a  complete  record  of  the  notes  pledged  ns  collateral  with  the 
>rent  and  the  disposition  made  of  the  notea 

Record  of  collateral  withdrawn  from  Federal  reserve  agent  (3-16). — ^Aside 
^m  the  fact  that  it  Is  to  be  used  in  withdrawing  notes  deposited  as  collateral, 
this  form  is  somewhat  similar  to  Form  B-15.  In  the  case  of  B'orm  B-16,  how- 
ever, the  original  is  to  be  retained  by  the  regional  bank,  while  the  duplicate  is 
to  be  signed  by  the  regional  bank  as  an  acknowledgment  of  the  receipt  of 
the  notes,  and  thereafter  returned  to  the  Federal  resen^e  agent. 

Collateral  card  {B-17). — ^The  particulars  to  be  recorded  on  this  form  will 
(nclnde  the  name  and  address  of  the  borrower;  the  serial  number,  amount, 
<^te.  and  other  details  of  the  loan ;  and  the  quantity,  description,  and  market 
^lilue  of  the  collateral.  Upon  payment  of  the  loan  and  surrender  of  the  col- 
'•teral,  the  borrower  or  his  representative  is  to  sign  the  collateral  card  in 
acknowledgement  of  the  receipt  of  the  securities  described  thereon. 

Rfcord  of  securities  held  as  collateral  {3-18). — This  form  will  be  used  for 
<'las$cifying  according  to  issues  the  securities  pledged  as  collateral.  A  sheet 
^n  be  reserved  for  each  issue  on  which  will  be  entered  the  name  and  descrip- 
tion of  the  security,  the  date  pledged  or  surrendered,  the  number  and  name 
^f  the  loan  upon  which  pledged,  the  number  of  bonds  or  shares  T)ledged  or 
"irrendered,  and  the  total  par  value  of  the  securities  pledged,  surrendered, 
•tnd  on  hand. 

Accruals^ — ^To  insure  the  accuracy  of  the  published  statements  of  condition 
ind  facilitate  the  verification  of  the  Interest  earned  on  rediscounts  and  paper 
purchased  in  the  open  market,  It  is  essential  that  the  regional  banks  should 
^ve  an  accrual  system  which  will  permit  of  the  ascertainment  of  the  actual 
wrnlngB  from  this  source  at  daily  or  weekly  intervals.  By  the  adoption  of  the 
following  procedure  the  amount  of  interest  earned  on  loans  outstanding  could 
^  determined  daily  with  very  little  difficulty : 

At  the  close  of  business  each  day  the  total  of  the  interest  collected  as  shown 
^y  the  "  discount "  columns  in  the  register  of  rediscounts.  Form  B-4,  and  the 
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register  of  open  market  purchases.  Form  B~5,  should  be  credited  to  the  goieral 
ledger  account  entitled  "  unearned  interest."  Simultaneously,  a  charge  should 
be  made  to  this  account — the  proper  earnings  account  being  concurrently 
credited — ^for  one  day's  interest  on  the  total  of  the  loans  outstanding.  To  facili- 
tate the  computation  of  this  charge,  a  columnar  book  containing  debit,  credit, 
and  balance  columns  for  the  loans  at  each  interest  rate  should  be  provided, 
in  which  should  be  entered  the  net  increases  or  decreases  In  the  loans  made  or 
paid  each  day  and  the  revised  totals  of  the  loans  outstanding  at  the  various 
interest  rates. 

Twice  a  year  the  balance  in  the  unearned  Interest  account  should  be  proved 
by  listing  in  a  columnar  book,  under  the  respective  interest  rates,  the  amount 
and  unexpired  days  for  each  loan  outstanding,  and  computing  therefrom  the 
total  interest  unearned. 

IWKSTMENT   SRCUBITIKS   UEPARTMBNT. 

To  this  departmoit  will  be  assigned  the.  custody  of  the  bonds  and  other 
securities  in  which  the  regional  bank  has  invested  and  all  matters  relating  to 
the  recording  of  the  purchases,  sales,  and  maturities  of  such  securities,  the 
receiving  of  securities  purchased,  and  the  delivery  or  redemption  of  securities 
sold  or  matured. 

Investment  register  (B-i9). — Separate  sheets  of  this  register  are  to  be  used 
for  each  issue  of  securities  acquired.  These  sheets  will  be  headed  with  the 
name  and  description  of  the  security,  the  date  of  maturity,  the  rate  of  Interest* 
and  where  such  Interest  Is  payable.  For  the  recording  of  the  individual  trans- 
actions, columns  are  provided  In  which  will  be  entered  the  date  purchased  or 
sold,  the  basis,  and  percentage  prices;  the  number,  par  value,  and  cost  of  the 
bonds,  notes,  etc.,  purchased;  the  number,  par  value,  and  selling  price  or 
redemption  value  of  the  securities  sold  or  redeemed,  the  balance  on  hand,  and 
the  profit  or  loss  on  sales.  The  reverse  of  this  form  is  to  be  utilized  for  record- 
ing the  serial  numbers  of  the  securities  purchased,  sold,  and  redeemed. 

TKLLERS*    DEPARTMENTS. 

The  following  is  a  list  of  the  tellers*  departments: 

Paying  teller's  department. 

Receiving  teller's  department. 

Note  teller's  department. 

Transfer  department. 

Clearings  department. 

Collection  department. 
The  activities  of  these  departments  will  be  confined  almost  entirely  to  the 
receiving  and  disbursing  of  cash  and  the  collection  or  transmittal  of  items 
lumed  over  to  them.  They  will,  in  consequence,  require  no  permanent  records 
of  importance  except  the  proof  and  settlement  sheets,  on  which  will  be  listed, 
in  amounts  only,  the  items  passing  through  the  departments. 

p.\Tixo  teller's  department. 

The  paying  teller  will  attend  to  all  payments  made  over  the  counter,  the  cer- 
tifying of  checks,  clearing-house  settlements,  and  other  duties  of  a  similar 
nature.  He  will  also  be  required  to  pass  on  the  authenticity  of  the  signatures 
on  the  drafts,  checks,  etc.,  received  in  his  department. 

It  is  proposed  also  that  the  paying  teller  shall  supervise  the  shipping  of  cur- 
rency to  member  banks  and  the  forwarding  of  mutilated  currency  for  redemp- 
tion. Should  the  shipments  of  currency  to  member  banks  prove  to  be  very 
numerous,  however,  a  special  department  might  be  created  to  take  charge  of 
such  shipments. 

The  paying  teller  should  be  responsible  only  for  the  counter  cash,  as  it  is 
suggested  that  the  reserve  cash  be  placed  under  the  joint  control  of  two  ofllcers. 

Stop-payment  notice  (C-i).^Thl8  form  will  be  used  by  the  paying  teller  In 
acknowledging  receipt  of  a  member  bank's  request  to  stop  payment  of  a  draft 
drawn  by  it  on  the  regional  bank  and  In  advising  the  bookkeeping  department 
of  such  stop  payment.  The  three  copies  to  be  prepared  will  be  utilised  as 
follows : 

Original :  To  be  sent  to  member  bank  at  whose  request  payment  was  stopped 
as  an  acknowledgment  of  the  receipt  of  Its  Instructions, 
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DapUcate :  To  be  dellTered  to  the  bookkeeping  department  and  held  there 
peoding  presentation  of  draft  Should  the  request  to  stop  payment  be  canceled 
later  on,  the  duplicate  is  to  be  so  marked  and  then  filed. 

TripIJcate :  After  receipt  of  duplicate  has  been  acknowledged,  this  copy  is  to 
be  filed  in  the  paying  teller*s  department 

Certification  record  iC'-2), — This  form  is  designed  to  provide  a  suitable  rec- 
urd  ot  checks  certified  for  account  of  member  banks. 

The  original,  or  certification  debit,  is  to  be  sent  to  the  member  bank,  together 
with  the  daily  statement  The  duplicate,  which  will  constitute  the  regional 
bank's  record  of  the  transaction,  will  be  stamped  "  paid  "  as  the  originals  are 
redeemed.    This  record  could  be  prepared  in  either  pad  or  book  form. 

At  the  close  of  business  a  ci*edit  ticket  for  the  total  of  the  day's  certifications 
Is  to  be  prepared  and  forwarded  to  the  general  bookkeeper.  The  certified 
checks  paid  each  day  will  be  listed  on  bookkeeping  department  Form  Gr-6. 
viiich  is  intended  to  supix>rt  the  debits  to  the  controlling  account  The  total 
iif  the  checks  issued  but  not  paid  should  equal  the  balance  in  the  general  ledger 
(OQtroUing  account  for  certified  checks. 

It  may  be  explained  at  this  point  that  the  certifications  would  probably  be 
few  in  number,  and  in  most  cases  would  be  for  the  puri)ose  of  establishing  the 
eenaineness  of  the  signatures  on  drafts. 

Notice  of  currency  shipments  (C-^). — ^The  original  of  this  form  will  be  used 
both  as  a  charge  ticket  and  as  an  advice  to  the  member  bank  that  the  shipment 
^  gone  forward ;  the  duplicate  will  be  retained  by  the  regional  bank  and  filed 
with  the  member  bank's  requisition  for  the  currency. 

BErRIVIXG    TEI.LBR'8    DBPARTMBNT. 

The  chief  duties  of  the  receiving  teller  will  be  to  accept  the  deposits  made 
by  local  member  banks  and  to  receive  shipments  of  currency  forwarded  by  out- 
of-town  member  banks.  He  will,  in  addition,  maintain  the  cashier's  check 
register,  and  attend  to  such  other  duties  as  may  be  assigned  him. 

All  cash  on  hand  in  this  department  at  the  close  of  business  each  day  Is  to 
be  surrendered  to  the  paying  teller. 

Deposit  ticket  ((7--j). — A  form  similar  to  this  is  to  be  used  by  the  member 
basks  when  depositing  currency  or  coin  in  their  regional  bank. 

Cashier's  checks  register  (C-5). — ^This  form  is  intended  to  provide  a  detailed 
record  of  the  cashier's  checks  issued  in  settlement  of  balances,  notes,  and  bills 
purchased,  and  other  necessary  transactions. 

The  checks  are  to  be  recorded  in  the  register  in  numerical  order,  the  date, 
Pftjc^,  and  amount  being  entered,  as  well  as  the  account  for  which  the  pay- 
aient  was  made. 

At  the  close  of  business  the  total  of  the  day's  entries  in  the  "  amount  *• 
oolamn  is  to  be  extended  in  the  *'  daily  total "  column  and  the  general  book- 
keeper supplied  with  a  credit  ticket  for  the  amount  of  the  checks  issued  during 
the  day.  The  cashier's  checks  paid  each  day  will  be  listed  on  bookkeeping 
<iepartment  Form  Cr-7,  which  will  support  the  debits  to  the  controlling  account. 

When  the  checks  are  paid,  the  date  is  to  be  entered  in  the  last  column.  The 
total  of  the  checks  issued  but  not  paid  as  shown  by  the  register  should  equal 
tbe  balance  in  the  general  ledger  controlling  account  for  cashier's  checks. 

NOTB  TBLLEa*B  DEPARTMENT. 

This  department  will  be  the  medium  through  which  all  payments  made  on 
accotmt  of  loans,  interest,  etc.,  will  be  received.  From  the  loan  and  collection 
•iepartments  will  be  received  the  daily  maturities,  and  from  the  other  depart- 
i^tents  returns  and  other  items  payable  within  the  city.  The  proceeds  of  the 
items  collected  by  this  department  are  to  be  distributed  and  charged  to  the 
vroper  departments,  all  cash  being  turned  over  to  the  paying  teller's  depart- 
uient    The  messengers  will  be  under  the  Jurisdiction  of  the  note  teller. 

Member  hanks*  form  for  returning  items  unpaid  ((7-6).-^This  form  will  be 
nsed  by  the  member  banks  in  returning  unpaid  items  direct  to  the  member 
bHQks  In  which  they  were  deposited  and  in  charging  back  such  items  to  the 
i^ifional  bank  from  which  they  were  received.  The  four  copies  to  be  made  of 
tl^\s  form  are  to  be  disposed  of  as  follows : 

Original :  To  be  inclosed  with  the  item,  which  is  to  be  returned  direct  to  the 
nieniber  bank  in  which  it  was  deposited. 
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Duplicate :  To  be  sent  to  the  regioDul  bank  from  which  the  member  bank  re- 
ceived the  item,  as  advice  that  item  has  been  returned  direct  and  charged  to 
the  account  of  the  regional  bank  to  which  advice  is  sent.  The  regional  bank 
will  utilize  this  ticket  as  a  credit  to  the  account  of  the  member  bank  returning 
the  item. 

Triplicate:  To  accompany  the  duplicate.  If  the  item  originated  in  another 
district,  the  triplicate  will  be  utilized  by  the  regional  bank  to  which  it  is  sent  In 
preparing  Form  C-7,  statement  of  returned  items. 

Quadruplicate:  To  be  retained  by  the  member  bank  returning  the  item  as 
authority  for  its  charge  to  the  account  of  the  regional  bank  from  which  the 
item  was  received. 

Regional  hank's  statement  of  returned  items  iC-7). — ^The  data  required  to 
complete  this  form,  which  is  to  be  used  In  charging  back  to  other  regional  banks 
items  returned  to  their  member  banks,  will  be  obtained  from  Form  0-8.  The 
original  is  to  be  sent  to  the  regional  bank  from  which  the  items  were  received 
as  an  advice  of  the  charge  to  its  account.  It  will  be  used  by  the  recipient  as 
authority  for  crediting  the  account  of  the  regional  bank  from  which  received, 
and  charging  the  accounts  of  the  member  banks  to  which  the  items  have  been 
returned.    The  duplicate  will  be  retained  as  an  office  record. 

Debit  ticket  for  returned  items  (CS). — ^The  data  required  to  complete  this 
form  will  be  obtained  from  the  member  banks'  form  for  returning  Items  unpaid 
(0-6),  or  from  the  regional  bank's  statement  of  returned  items  (C-7),  depend- 
ing on  whether  the  member  bank  to  which  the  item  was  returned  Is  situated  In 
the  same  or  In  another  district. 

After  the  account  of  the  member  bank  has  been  charged,  this  form  is  to  be 
sent  to  the  member  bank  as  an  advice  of  such  charge. 

TBAN8FER  DBPABTMBNT. 

It  is  intended  that  this  department  shall  handle  all  matters  relating  to  the 
transfer  of  funds  from  one  member  bank  to  another  member  bank. 

Transfer  ticket  (0-5). — This  form  will  be  used  only  when  both  banks  are 
situated  in  the  same  district.  The  three  copies  to  be  prepared  are  to  be  utilized 
as  follows : 

Original :  To  be  used  as  a  credit  ticket  and  then  sent  to  the  member  bank  to 
which  the  transfer  is  made,  as  an  advice. 

Duplicate:  To  be  used  as  a  debit  ticket  and  then  sent  to  the  member  bank 
requesting  the  transfer,  as  an  advice. 

Triplicate :  To  be  retained  and  filed  after  confirmation  has  been  received  from 
the  member  bank  requesting  the  transfer. 

Statement  and  debit  ticket  for  telegraphic  transfers  to  banks  in  other  districts 
(O-IO). — ^The  several  sections  of  this  form  will  be  used  respectively  as  a  con- 
firmation of  telegraphic  transfers  to  member  banks  in  other  districts  and  as  a 
charge  to  the  member  bank  requesting  the  transfer. 

The  original  of  the  statement  section  (b)  Is  to  be  sent  to  the  regional  bank 
to  which  the  transfers  are  made  as  a  confirmation  of  the  transfers  and  advice 
of  credit ;  the  duplicate  Is  to  be  retained  as  an  office  record.  The  debit  ticket 
section  (a)  Is  to  be  sent  to  the  member  bank  requesting  the  transfer,  as  an 
advice  of  the  charge. 

Statement  and  credit  ticket  for  telegraphic  transfers  from  banks  in  other 
districts  {C-11). — Except  that  It  will  be  completed  by  the  regional  bank  to 
which  the  transfers  were  made,  this  form  will  be  used  In  somewhat  the  same 
maimer  as  Form  C-10. 

The  original  of  the  statement  section  of  this  form  (b)  Is  to  be  sent  to  the 
r^lonal  bank  at  whose  request  the  transfers  were  made  as  a  confirmation 
of  the  transfers  and  advice  of  cha,rge;  the  duplicate  Is  to  be  retained  as  an 
office  record.  The  credit  ticket  section  (a)  Is  to  be  sent  to  the  member  bank 
to  which  the  transfer  was  made,  as  an  advice  of  the  credit. 

Statement  and  debit  ticket  for  correspondctice  transfers  to  ba^ks  in  other 
districts  {C-i2).—AB  indicated  by  Its  title,  this  form  is  to  be  used  only  when 
the  transfers  are  to  be  efl'ected  by  corrfespondence. 

The  original  of  the  statement  section  (b)  is  to  be  sent  to  the  regional  bank 
to  which  the  transfers  are  made  as  authorization  of  transfer  and  advice  of 
credit  for  the  amount  of  such  transfers;  the  duplicate  Is  to  be  retained  as  an 
office  record.  The  debit  ticket  section  (a)  Is  to  be  sent  to  the  member  bank 
requesting  the  transfer,  as  an  advice  of  the  charge. 

Correspondence  transfer  credit  ticket  ((7-lS).— This  form  will  be  used  by  the 
regional  bank  when  crediting  its  member  banks  for  transfers  made  to  them 
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bj  banks  sitiiated  In  other  districts.  It  will  be  prepared  from  the  statement 
of  correspondence  transfers.  Form  C-12,  and  is  intended  to  serve  both  as  a 
credit  ticket  and  as  an  advice  to  the  member  bank  to  which  the  transfer  is 
made. 

CLSARINGS    DBPABTMENT. 

The  in-clearings  and  out-clearings  divisions  of  this  department  will  handle. 
respectively,  the  checks  received  from  the  clearing  house  and  the  checks  sent 
to  the  clearing  house. 

The  records  of  this  department  will  be  limited  to  proof  and  settlement  sheets 
containing  a  record  of  the  amounts  of  the  checks  received  from  and  sent  to  the 
^vioos  banks. 

It  is  intended  that  the  clearings  department  shall  sort  the  checks  received 

seoordlDg  to  the  ledgers  to  which  they  apply,  and,  so  far  as  possible,  according 

to  the  accoonts  in  these  ledgers.    Thereafter  the  proof  sheets  are  to  be  delivered 

to  tike  l>ookkeeplng  department,  where  they  will  be  utilized  in  posting  the  debits 

to  the  accounts  of  the  member  banks  and  government  departments.    The  items 

a}90  are  to  be  sent  to  the  bookkeeping  department  for  entry  in  the  ledger  and 

daily  statement    As  totals  only  will  be  posted  in  the  Journals  and  the  items 

tliemselves  will  be  utilized  in  preparing  the  regional  bank's  record  of  the  charge 

and  the  daily  statements,  all  relisting  and  other  duplication  of  work  will  be 

avoided. 

COLLBCTION    DEPABTMENT. 

In  addition  to  being  the  custodian  of  all  notes  received  from  other  regional 
banks  for  collection,  this  department  will  have  charge  of  the  recording  and 
transmitting  of  country  items  collectible  through  member  banks.  Items  pay- 
able locally  are  to  be  delivered  to  the  note  teller's  department  at  maturity  for 
collection. 

CoUedian  form  for  notes  sent  out  by  collection  department  (G-14), — ^The 
several  copies  of  this  form  will  serve  respectively  as  a  letter  of  inclosure,  re- 
ceiving bank's  acknowledgment,  charge  ticket,  and  office  record.  Four  copies  are 
to  be  made  and  disposition  made  of  them  as  follows : 

Original :  To  be  sent  with  item,  as  a  letter  of  inclosure,  to  collecting  bank. 

Duplicate :  To  be  sent  with  item  and  original  to  collecting  banlc,  by  which  it 
ifi  to  be  signed  and  returned  to  regional  bank. 

Triplicate :  To  be  filed  by  regional  bank  in  note  file  until  maturity,  and  then 
turned  oyer  to  the  note  teller's  department,  where  it  will  be  utilized  as  a  debit 
ticket  for  the  charge  to  the  account  of  the  collecting  bank,  and  then  sent  for- 
ward with  the  daily  statement  as  an  advice  of  such  charge. 

Qoadruplicate :  To  be  retained  by  the  regional  bank  in  numerical  order  as  a 
permanent  record. 

TRANSIT  DEPABTJKEIVT. 

The  duties  of  the  transit  department  will  be  confined  to  the  receiving  and 
transmitting  of  checks,  drafts,  etc.,  for  member  banks.  It  is  intended  that  the 
incoming  and  outgoing  mail  shall  be  handled  by  separate  subdepartments  and 
that  the  work  of  each  shall  be  proved  independently. 

Aside  from  the  charge  letter  for  outgoing  items,  the  records  originating  in 
this  department  will  be  limited  to  proof  and  settlement  sheets. 

ifemder  banks'  remittance  letter  (D-i). — While  it  is  highly  desirable  that 
the  member  banks  use  a  standard  form  for  listing  the  checks  deposited  with 
their  regional  bank,  their  regular  stock  can  be  utilized  if  it  allows  for  the 
entering  of  the  place  where  the  checks  are  payabla  Whatever  form  is  used, 
however,  two  copies  are  to  be  prepared,  one  of  which  will  be  forwarded  with 
the  items  to  the  regional  bank  and  the  other  retained  by  the  member  bank. 

The  items  are  to  be  assorted  .tnd  thereafter  listed  on  separate  letters  ac- 
cording to  the  following  classification : 

Items  drawn  on  the  regional  bank  in  which  they  are  deposited. 

Items  payable  in  the  city  in  wtiich  the  depositing  bank's  regional  bank  is 
situated. 

Items  payable  in  the  same  reserve  district,  but  outside  the  city  in  which  the 
regional  bank  is  situated — one  letter  for  each  State  or  other  subdivision 
adopted. 

Items  payable  in  other  reserve  districts — one  letter  for  "  Inside  *'  items  and 
another  for  "  outside  "  Items.    The  "  outside  "  items,  however,  are  to  be  classl- 
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fled  and  listed  according  to  the  States  in  which  they  are  payable,  or  other  sub- 
divisions adopted. 

Member  JhmM  recapitulation  of  deposits  idth  regional  bank  {D^), — ^This 
form  is  to  be  used  by  the  member  banks  for  summarizing  and  classifying  tbe 
items  deposited  according  to  the  transit  time  schedule. 

On  the  books  of  the  member  banks  the  total  amount  of  the  deposits  wUI  be 
charged  immediately  to  a  transit  account,  to  which  credits  will  be  made  daily 
for  the  amounts  due  to  be  collected  on  that  day,  the  account  with  the  regional 
bank  being  correspondingly  charged. 

Upon  receipt  of  the  items  by  the  regional  bank,  the  account  of  the  member 
bank  will  be  credited  immediately  with  the  total  amount  of  the  deposit,  regard- 
less of  the  time  required  for  the  collection  of  such  of  the  items  as  are  payable 
out  of  town.  In  order,  however,  that  the  regional  bank  may  know  the  actual 
free  balances,  a  memorandum  column  has  be^  provided  in  the  member  banks' 
journal,  Form  G-l«  in  which  the  credits  will  be  analyzed  under  the  dates  on 
which  they  are  due  to  be  collected. 

For  further  information  relative  to  the  handling  of  the  transit  items  refer- 
ence is  made  to  the  section  of  the  committee's  detailed  report  devoted  to  transit 
department  matters. 

Regional  banks'  list  of  items  drdtcn  on  member  banks  (D-S). — ^Thls  form  will 
be  URed  by  the  regional  bunks  when  transmitting  checks  to  their  meml)er  banks. 
The  original  is  to  accompany  the  items  and  the  duplicate  retained  as  an  oflOce 
record. 

FOREIGN  EXCHANGE  DEPARTMENT. 

Under  the  terms  of  the  Federal  reserve  act,  the  foreign  exchange  department 
will  be  empowered  to  purchase  and  sell  bills  of  exchange,  demand  and  time 
drafts,  cable  transfers,  and  other  classes  of  commercial  paper  and  securities; 
also  gold  coin,  bullion,  etc.  To  provide  for  the  proper  recording  of  these  trans- 
actions, books  and  forms  will  be  required  as  follows:  Gash  books,  draft  and  re- 
mittance registers,  liability  records,  a  Journal,  a  correspondents'  ledger,  and  a 
general  ledger  in  which  will  be  carried  the  controlling  accounts  of  tie  depart- 
ment and  from  which  the  daily  statement  of  condition  will  be  compiled. 

Cash  receipts  book  (F-i). — ^Thls  book  will  be  kept  by  the  receiving  clerk  ot 
the  department,  and  is  intended  to  contain  a  complete  record  of  all  transactions 
Involving  the  receipt  of  cash  or  checks. 

In  the  columns  reserved  for  the  "  date,"  "  particulars,"  and  "  debits  '*  will  be 
entered,  respectively,  the  date  and  a  brief  explanation  of  the  transaction  and  tbe 
amount  of  cash  received.  The  "credits"  columns  are  to  be  utilized  for  classi- 
fying the  entries  in  the  "debits  '*  section  according  to  the  accounts  to  which  such 
receipts  should  be  credited. 

At  the 'Close  of  business  each  day  the  columns  in  both  the  "debits"  and 
^'credits"  sections  are  to  be  totaled  and  proved,  tickets  being  prepared  there- 
after for  the  day's  receipts  of  each  currency,  and  for  the  total  credits  applicable 
to  each  of  the  accounts  enumerated  in  the  "credits"  section.  These  tickets, 
after  approval  by  the  proper  officer,  are  to  be  delivered  to  the  general  book- 
keeper of  the  department  for  entry. 

Cash  disbursements  book  {F-2). — In  this  book,  which  is  to  be  kept  by  the 
disbursing  clerk  of  the  department,  will  foe  entered  the  details  of  the  cash  dis- 
bursed and  the  checks  issued  for  bills  of  exchange  and  cable  transfers  pur- 
chased, and  for  other  purposes. 

All  entries  are  to  be  supported  by  properly  approved  memoranda.  In  every 
case  such  memoranda  should  bear  the  initials  of  the  clerks  responsible  for  the 
ci^lculation  and  verification  of  the  rates  and  conversions,  as  well  as  the  initials 
of  the  approving  officer. 

Except  as  regards  the  nature  of  the  transactions  to  be  recorded  therein,  the 
cash  dtsburFcments  book  is  to  be  used  in  precisely  the  same  manner  as  the  cash 
receipts  book. 

Draft  advice  and  record  (F-^). — The  record  of  drafts  drawn  consists  of  four 
sections,  which  are  to  be  prepared  at  one  writing  and  utilized  as  follows : 

Section  ''a,"  original  advice:  To  be  sent  by  first  steamer  to  the  bank  on 
which  the  draft  is  drawn. 

Section  "  b,"  duplicate  advice :  To  be  sent  by  second  steamer  to  the  bank  on 
which  the  draft  is  drawn. 

Section  "  c."  to  be  filed  with  the  corrosiwndence  relating  to  the  bank  on  which 
the  draft  is  drawn. 
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Section  "  d,"  to  be  Inserted  in  a  suitable  binder  and  preserved  as  the  depart* 
meofs  record  of  drafts  drawn. 

AH  four  sections,  when  completed,  will  show  the  name  and  address  of  the 
bank  on  which  the  draft  is  drawn,  the  date  and  number  of  the  draft,  to  whose 
order  It  is  drnwUf  the  tenor,  the  amount,  and  the  names  of  the  steamers  by 
which  the  drafts  and  advices  are  being  forwarded.  On  sections  "  c  "  and  "  d  ** 
will  be  entered,  in  addition,  the  rate,  the  amount  in  United  States  currency, 
and  to  whom  the  draft  was  sold. 

At  the  close  of  business  each  day  tickets  are  to  be  prepared  for  the  daily 
totals  of  the  drafts  drawn,  which  tickets,  after  approval,  are  to  be  delivered 
to  the  general  bookkeeper  of  the  department  for  entry. 

Remittance  advice  an^  record  (F-i). — ^This  also  is  a  manifold  form  consisting 
«(foar  sections,  which  are  to  be  utilized  as  follows: 

Section  **  a,"  original  advice :  To  be  sent  by  first  steamer  to  the  correspondent. 

Section  **  b,'*  duplicate  advice :  To  be  sent  by  second  steamer  to  correspondent. 

Section  "  c  '* :  To  be  used  as  a  voucher  for  the  debit  postings  to  the  liability 
words,  and  then  filed  in  chronological  order. 

Section  *'  d  " :  To  be  inserted  in  a  suitable  binder  and  preserved  as  the  depart- 
Bat's  record  of  remittances  to  its  correspondenta 

Upon  completion,  all  four  sections  will  show  the  name  and  address  of  the 
conespondoit  to  which  the  bill  is  remitted ;  the  names  of  the  steamers  by  which 
tbe  bills  and  advices  will  be  for^i^arded ;  the  date ;  index  number ;  the  names 
of  tbe  drawer,  indorser,  and  drawee ;  the  tenor  and  amount  of  the  bill ;  a 
d«KTlptlon  of  documents  accompanying  it,  and  the  terms  under  which  such 
<iocanieDts  are  to  be  surrendered.  The  office  copies — sections  "  c  "  and  "  d  " — 
Till  contain,  Ip  addition  to  the  fdregoing  data,  the  rate,  amount  in  United 
states  currency,  date  of  credits,  and  remarks  i^  necessary. 

At  tbe  close  of  business  each  day  tickets  are  to  be  prepared  for  the  daily 
totals  of  the  remittances,  which  tickets,  after  approval,  are  to  be  delivered  to 
ti«  goiaral  bookkeeper  of  the  department  for  entry. 

CuitMners*  liaJtUity  record  (F-S). — In  this  record  will  be  entered  under  the 
Dimes  of  the  customers  their  contingent  liability  to  the  department  as  drawers, 
iodoraers,  and  guarantors. 

Tbe  particulars  to  be  entered  will  include  the  name,  address,  business,  and 
ttting  of  the  customer,  the  date  and  number  of  the  item,  the  names  of  the 
drawer  and  drawee,  the  tenor,  the  approximate  due  date,  and  the  liability 
iiQoant  Provision  being  made  for  entry  in  separate  columns  of  the  liability  of 
tbe  cDstomer  as  drawer,  as  indorser,  and  as  guarantor,  this  record  will,  of 

"^rse,  show  the  nature  of  the  customer's  liability,  as  well  as  the  aggregate 

tlDOQnt 

The  debit  entries  will  be  posted  from  section  "  c  "  of  the  remittance  advice 
-ad  record.  Form  F-4. 

As  the  items  mature  and  are  paid  or  otherwise  disposed  of,  the  customer 
«»uld  be  credited  in  the  proper  columns,  and  the  amounts  in  the  "  balance  " 
^lumns  reduced  accordingly. 

Mers*  liaWity  ledger  (JP'-ff).— This  ledger  will  contain  the  details  of  the 
»*JW8*  liability  to  the  department,  both  as  drawees  and  as  acceptors. 

The  ledger  sheets  will  be  headed  with  the  name,  address,  business,  and  rating 
''  the  payer,  and  will  show  for  each  Item  the  date,  the  index  number,  the 
Time  of  the  customer,  the  tenor,  the  approximate  due  date,  and  the  liability 
jooant  Separate  columns  being  provided  for  the  entry  of  the  liability  as 
^wee  and  as  acceptor,  the  extent  of  the  payer's  liability  under  each  of  these 
'^aiBifications  is  already  ascertainable. 

The  debit  entries  will  be  posted  from  section  "  c "  of  the  remittance  advice 
'od  record,  Form  F-4. 

As  the  items  mature  and  are  paid  the  payments  should  be  posted  in  the  proper 
^t  column  and  the  amount  in  the  "  balance  "  columns  reduced  accordingly. 
«iftn*"***  (^-7). — ^Transfer  from  one  account  to  another,  adjustments  occa- 
blS?^  ^y  Interest  charges,  and  other  transactions  not  originating  in  the  cash 
^ks  and  the  draft  and  remittance  registers  are  to  be  entered  in  the  journal, 
^^^columnar  in  arrangement,  the  posting  of  individual  items  to  the  ledgers 
2^  he  necessary  only  in  connection  with  the  miscellaneous  items  appearing  in 

'I*  column  head  "  sundry  accounts." 

AU  entries  are  to  be  supported  by  properly  approved  tickets. 

^^^^''^pondents  ledger  (F-8). — In  this  ledger  will  be  cnrrieil  the  accounts  of 

^^  foreign  banks  selected  as  corre8iK)Udents  or  agents. 
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All  entries  other  than  those  posted  direct  from  the  draft  and  remittance 
records  are  to  be  supported  by  self-explanatory  and  properly  approved  tickets. 

Tfhe  particulars  to  be  recorded  Include  the  date  and  a  brief  description  of  the 
transaction,  the  Index  number  assigned  the  Item,  the  value  date,  and  the  amount 
Both  the  foreign  amount  and  Its  equivalent  In  dollars  are  to  be  entered.  The 
balance  Is  to  be  carried  in  the  dollar  amount  only,  as  the  foreign  currency 
balance  would  not  be  needed  except  when  the  account  is  to  be  reconciled.  As 
advices  for  charges  are  received  from  the  foreign  correspondents,  the  amounts 
of  such  charges  are  to  be  entered  in  the  "  charges  *'  column  opposite  the  item  to 
which  they  apply,  after  which  the  net  amounts  are  to  be  extended  in  the  column 
so  headed. 

The  auditor  will  be  required  to  attend  to  the  reconciliation  of  the  statements 
received  from  correspondents.  Form  Y-3  has  been  provided  for  use  in  this 
connection. 

General  ledger  {P-9). — The  general  ledger  of  the  foreign  exchange  depart- 
ment is  to  be  a  bound  book  and  will  contain  all  of  the  control  accounts  relating 
to  the  resources  and  liabilities  of  the  foreign  exchange  department  and  tlie 
earnings,  expenses,  and  profit  and  loss  accounts. 

All  entries  are  to  be  supported  by  properly  approved  tickets. 

Daily  statement  hook  (F-10), — ^At  the  close  of  business  each  day  the  general 
ledger  balances  are  to  be  entered  in  this  book,  which  will  thus  constitute  a  dally 
record  of  the  resources  and  liabilities  of  the  department 

BOOKKEEPING    DEPARTMENT. 

The  bookkeeping  department  will  have  charge  of  the  accounts  of  the  member 
banks  and  Government  departments,  also  the  general  accounts.  In  addition, 
it  will  be  responsible  for  the  preparation  of  the  daily  statement  of  condition 
and  the  monthly  statement  of  earnings  and  expenses  and  for  the  maintenance 
of  the  analytical  records  of  earnings  and  expenses. 

Member  banks'  journal  ( 0-1 ) . — ^This  Journal  will  be  used  for  assembling  the 
daily  debits  and  credits  and  determining  the  balances  of  the  member  banks  at 
the  close  of  each  day's  business. 

In  the  "  debit "  columns  will  be  posted  the  daily  charges  to  each  account  as 
shown  by  the  proof  sheets  prepared  by  the  clearings,  transit,  and  other  depart- 
ments In  the  column  headed  "credits  to  ledger"  will  be  posted  the  total  of 
the  credit  letters  received  from  the  member  banka  At  the  close  of  business 
each  day  the  balances  are  to  be  extended  and  proved. 

In  order  that  the  free  balance  In  each  account  may  be  readily  ascertained, 
we  have  included  under  the  heading  "  credits  "  a  memorandum  column  entitled 
"  credits  in  transit,"  In  which  the  subtotals  of  the  credit  letters  are  to  be  dis- 
tributed according  to  the  dates  on  which  the  items  are  due  to  be  collected. 

While  this  style  of  journal  would  not  be  suitable  for  a  bank  having  a  large 
number  of  accounts,  many  of  which  are  inactive,  it  is  especially  desirable  in 
the  case  of  the  regional  banks,  where  there  will  be  a  comparatively  small 
number  of  accounts,  all  of  which  will  probably  be  very  active. 

In  addition  to  serving  as  a  medium  for  assembling  the  daily  debits  and 
credits,  the  member  banks*  journal  will  furnish  a  check  on  the  entries  In  the 
member  banks'  ledger — the  entries  in  the  journal  being  compiled  from  the  proof 
sheets  and  those  in  the  ledger  direct  from  the  items. 

Government  deposits  journal  (G-2). — Except  that  It  does  not  contain  a  col- 
umn for  credits  in  transit,  this  form  is  very  similar  in  arrangement  to  the 
member  banks'  journal,  and  is  to  be  used  in  the  same  manner. 

General  journal  (ChS). — By  the  use  of  this  journal  for  assembling  the  dally 
debits  and  credits  to  the  general  accounts,  the  daily  statement  will  be  com- 
pleted simultaneously  with  the  balancing  of  the  accounts.  The  daily  statement 
could,  of  course,  be  prepared  direct  from  the  general  ledger,  but  in  that  event 
it  would  be  far  more  difficult  to  locate  any  differences  which  might  arise. 

Member  banks'  ledger  and  daily  stntemcnt  (0-4a)- — This  form  will  be  pre- 
pared In  duplicate  direct  from  the  Items.  After  the  day's  transactions  have 
been  entered,  the  original — ^the  ledger  sheet — is  to  be  Inserted  in  a  suitable 
binder  for  use  as  the  regional  bank's  record,  and  the  duplicate  forwarded  to  the 
member  bank  concerned  for  use  as  an  account  current  and  advice  of  the  charges 
and  credits  made  by  the  regional  bank. 

An  explanation  of  the  key  letters  to  be  used  In  the  preparation  of  the  ledger 
accounts  and  statements  of  the  member  banks  will  be  fbund  In  a  subsequent 
section  of  this  report 
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Federal  reserve  bank^a  ledger  and  daily  statement  (Gf-^b). — Except  that  it 
wUl  be  reserved  for  recording  transactions  with  other  regional  banks,  this  form 
is  very  similar  to  the  member  bank's  ledger  and  daily  statement,  and  is  to  be 
used  in  precisely  the  same  manner. 

Creneral  ledger  (G-^). — ^This  is  to  be  a  bound  book  and  will  contain  an  ac- 
coant  for  each  item  appearing  in  the  statement  of  condition.  All  entries  must 
be  supported  by  properly  authorized  debit  and  credit  tickets. 

Record  of  certified  checks  paid  {€h-6) — Record  of  cashier* s  checks  paid 
(0-7). — These  forms  will  be  used  for  listing,  by  numbers  and  amounts,  the 
certified  checks  and  cashier's  checks  paid  each  day.  The  daily  totals  of  the 
checks  paid,  as  recorded  on  these  forms,  are  Intended  to  support  the  debits  to 
the  general  ledger  controlling  accounts  for  certified  checks  and  cashier's  checks. 

Eitpense  voucher  (0-8). — ^This  consists  of  a  check  and  statement  to  be  for- 
warded to  the  creditor  and  a  carbon  duplicate  to  be  attached  to  and  filed  with 
t])e  relative  invoice.  Before  signing  the  check  section  the  cashier  should  see 
tint  the  duplicate  bears  the  approval  of  the  proper  persons. 

Expense  distribution  record  (G^). — ^This  form  will  be  used  for  distributing 
onder  appropriate  headings  the  charges  to  expense  account.  Separate  columns 
are  provided  for  salaries,  directors'  fees,  legal  services,  postage,  printing  and 
ifettionery,  light  and  water,  rent,  freight  and  express,  insurance  and  bonds* 
telephone  and  telegraph,  taxes,  etc.  The  details  of  the  expenses  incurred  will 
be  obtained  from  the  debit  tickets  covering  cash  disbursed  by  the  paying  teller 
or  from  the  expense  voucher  in  the  event  of  the  payment  being  made  by  check. 

A  somefrliat  similar  form  could  be  used  for  analyzing  the  earnings. 

Comparative  statement  of  earnings  and  expenses  (O-IO). — ^This  statement, 
which  iB  to  be  prepared  monthly,  will  show  in  comparative  form  the  details  of 
the  earnings  and  expenses  for  the  current  month  and  the  fiscal  period  to  date 
as  well  as  the  increases  or  decreases  over  the  previous  month  and  period. 

Most  of  the  data  required  for  the  completion  of  this  statement  will  be  ob- 
tainable from  the  general  ledger  and  the  expense  distribution  record. 

Statement  of  condition  (O^ll), — This  is  to  be  prepared  daily  from  the 
general  Journal  and  supporting  records. 

Suggested  condensed  gross  statement  for  report  to  Federal  Reserve  Board 
(0-12) — Suggested  condensed  net  statement  for  report  to  Federal  Reserve 
Board  (G-13). — ^These  are  alternative  forms.  Whichever  is  adopted  will  be 
compiled  from  the  daily  statement  of  condition  (Form  G-11). 

KEY  UETTEBS  TO  BE  USED  IN  THE  PBEPABATION  OF  THE  LE3MEB  ACCOUNTS  AND  DAILT 

STATEMENTS. 

In  order  to  minimize  the  clerical  work  involved  in  the  preparation  of  the 
ledgrer  accounts  and  the  statements  for  member  banks  and  other  regional  banks 
It  is  proposed  that  key  letters  shall  be  used  for  describing  routine  transactions. 
For  convenience,  these  key  letters  and  their  definitions  will  be  printed  on  the 
back  of  the  daily  statements. 

Following  is  a  list  of  the  key  letters  relating  to  transactions  with  the  member 
banks,  their  definitions,  and  a  full  description  of  the  transactions  where  neces- 
sary. For  illustrative  purposes  the  transactions  are  described  from  the  stand- 
point of  the  regional  bank  situated  in  New  York. 

DEBITS. 

A.  Items  on  you  forwarded  you  preceding  business  day. 

Items  drawn  on  member  banks  and  forwarded  to  them  by  regional  banks 
are  to  be  charged  to  the  member  banks  the  day  on  which  they  will  be 
received  by  the  member  banks,  being  carried  until  that  time  in  a  tran- 
sit account  on  the  regional  bank's  books.  Assuming  that  all  member 
banks  will  be  within  one  day's  mall  of  their  regional  banks,  the 
charges  would  be  for  items  forwarded  the  preceding  business  day. 
A  T.  Deposited  with  assistant  treasurer. 

For  deposits  made  by  regional  bank  with  the  Assistant  Treasurer  of  the 
United  States  for  credit  of  member  banks. 
CA.  Charged  as  per  separate  advice  to-day. 

To  be  used  for  special  charges  not  covered  by  other  key  letters, 
CC  Currency  or  coin  shipped  as  per  advice  to-day. 
CL.  Clearing  expenses. 

For  monthly  charges  to  member  banks  for  expense  incurred  in  the  col- 
lection of  items. 
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Cy,  Note  in  your  hands  for  our  account  due  to-day. 

For  regional  bank's  notes  or  bills  sent  to  member  bank  for  collection  and. 
charged  to  it  on  due  date,  also  for  notes  and  bills  received  from  otber 
regional  banks  and  forwarded  to  a  member  bank  for  coUectlon«  t€>v 
wbich  a  charge  will  be  made  on  the  due  date. 
MD,  Held  as  per  advice  to-day. 

For  item  temporarily  unpaid  and  retained  for  collection. 
ITSf.  Handed  to  notary  as  per  advice  to-day. 

For  items  received  from  member  banks,  unpaid  at  close  of  day,  whlcb 
have  been  protested  and  returned  to  the  member  banks  from  wMcb 
received. 
PF.  Protest  fees  as  per  advice  to-day. 

For  fees  charged  on  protested  items  returned. 
BT»  Item  returned  as  per  advice  to-day. 

For  items  drawn  on  member  banks  in  other  districts  which  were  not 
paid  and  have  been  returned  direct  to  our  member  bank. 
TO.  Transfer  hy  correspondence  as  per  advice. 
TT.  Transfer  by  telegraph  as  per  advice^ 

CRBDITS. 

A.  Oash  letter  received. 

For  items  drawn  on  member  banks  in  our  district  and  in  other  districts 
received  from  our  member  banks  for  credit 
CM..  Credited  as  per  separate  advice  to-day. 

To  be  used  for  special  credits  not  covered  by  other  key  letters. 
00,  Currency  or  coin  received. 
DO,  Deposit  for  your  account  as  per  advice  to-day. 

For  deposits  made  by  third  party  with  regional  bank  for  credit  of  mem- 
ber bank. 
DI,  Dividend  payable  to-day. 

For  dividends  payable  to  members  banks,  which  are  to  be  credited  direct 
to  their  accounts. 
IR,  Interest  rebated. 

For  unearned  Interest  or  discount  on  loans  or  discounts  taken  up  prior 
to  due  date. 
BD.  Proceeds  of  loan  or  rediscount. 
PF,  Protest  fees. 

For  fees  on  unpaid  items  returned  by  our  member  banks. 
RT.  Item  returned  as  per  your  advice. 

For  unpaid  collection  items  returned. 
TO.  Transfer  by  correspondence  as  per  advice. 
TT.  Transfer  by  telegraph  as  per  advice. 

The  key  letters  to  be  used  in  describing  the  transactions  arising  among  the 
regional  banks  are  similar  to  those  prescribed  for  transactions  between  the 
regional  banks  and  their  member  banks,  except  for  such  changes  as  are  neces- 
sary on  account  of  the  altered  character  of  the  transactions.  The  following 
Is  a  list  of  the  key  letters  to  be  used  for  regional-bank  transactions^  with 
explanations : 

DBRITS. 

A.  Items  on  member  banks  in  your  ddstrict  forwarded  you. 

For  items  drawn  on  member  banks  in  other  districts  forwarded  their 
regional  bank  for  credit 
CA.  Charged  as  per  separate  advice  to-day. 

To  be  used  for  special  charges  not  covered  by  other  key  letters. 
CC.  Currency  or  coin  shipped  as  per  advice  to-day. 
ON.  Notes  due  to-day  as  per  our  list. 

For  notes  or  bills  sent  to  other  regional  banks  for  collection,  which  are 
to  be  charged  on  due  date. 
EC.  Entered  for  collection  as  per  advice  to-day. 

For  items  received  from  other  regional  banks  temi)orarily  unpaid  and 
retained  for  collection. 
NT.  Handed  to  notary  as  per  advice  to-day. 

For  Items  received  from  other  regional  banks  unpaid  at  close  of  day 
which  have  been  protested  and  returned  to  the  member  bnnks  from 
which  received. 
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l*f\  Protest  fees  as  per  advice  to-day. 

For  fees  charged  on  protested  items  returned. 
RT,  Items  returned  as  per  our  list. 

For  unpaid  collection  Items/ 
TC,  Transfer  hy  correspondence  as  per  advice. 
TT.  Transfer  hy  telegraph  as  per  advice, 

CKKDIT8. 

i.  Items  on  member  hat^s  in  our  district  received  from  you. 

For  items  drawn  oo  member  banks  \u  oiu*  dii«trict,  forwnrded  u&  for 
credit 
CA.  Credited  as  per  separate  advice  to-day. 

To  be  used  for  special  credits  not  covered  by  other  key  letters. 
CC.  Currency  or  coin  received. 
ry.  Notes  due  to-day  as  per  your  list. 

For  notes  or  bills  received  from  other  regional  banki  for  collection^ 
which  are  to  be  credited  on  due  date. 
EC.  Item  entered  for  coHlection  now  paid. 

For  items  received  from  other  regional  banks  temporarily  unpaid  as  de- 
scribed under  EC.  in  "  debits,"  now  paid  and  credited. 
IR.  Interest  rebated. 

F^r  unearned  interest  or  discount  on  loans  or  discounts  taken  up  prior 
to  due  date. 
PF.  Protest  fees. 

For  fees  charged  on  protested  Item  returned. 
RD.  Proceeds  of  rediscount. 
RT,  Items  returned  as  per  your  list. 

For  items  returned  unpaid  to  our  member  banks. 
TC.  Transfer  by  correspondence  as  per  advice. 
TT.  Transfer  by  telegraph  as  per  advice. 

MISCELLANEOUS    FORMS. 

Stock  subscription  ledgers  {M-l  and  3/-S). — ^These  forms  will  be  used  for 
recording  the  subscriptions  received  from  member  banks  and  from  individuals, 
and  the  installments  paid  on  account  of  such  subscriptions. 

The  record  of  member  banks'  subscriptions,  Form  M-l,  is  designed  to  show 
the  number,  name,  and  location  of  the  subscribing  bank.  Its  paid-up  capital 
stock  and  surplus,  the  amount  of  the  subscription  required  by  law,  and  the  in- 
stallments paid  thereon.  As  the  amount  of  the  subscription,  divided  by  the 
par  value  per  share  ($100)  will  give  the  number  of  shares  represented  by  the 
subscription,  it  has  not  been  considered  necessary  to  provide  a  special  column 
for  entry  of  the  number  of  shares. 

For  recording  subscriptions  received  from  individuals.  Form  M-2  will  be 
ntillzed.  The  front  of  this  form  is  ruled  for  entry  of  the  name,  address,  and 
legal  residence  6f  the  subscriber,  the  date  and  amount  of  the  subscription, 
atid  the  date  and  amount  of  the  payments  on  account  of  such  subscription. 
The  reverse  will  contain  a  record  of  the  stock  certificates  issued  to  the  sub- 
8(^riber  and  the  stock  certificates  surrendered  for  transfer. 

Stock  subscription  certificate  {M-4). — ^This  form  is  designed  to  serve  both  as 
a  subscription  certificate  and  as  a  receipt  for  the  installment  payments  It  is 
Intended  to  be  used  principally  in  connection  with  subscriptions  received  from 
individuals. 

Stock  subscription  receipt  iM-^). — The  stock  allotted  to  the  member  banlta 
being  nontransferable,  it  is  recommended  that  they  be  given  receipts  for  the  In- 
dividual payments  instead  of  the  stock  subscription  certificate  described  in  the 
preceding  paragraph. 

Stock  certificate  receipt  {M-5). — This  form  consists  of  a  stub  and  a  detach- 
able receipt  on  which  the  subscribers  will  be  required  to  acknowledge  receipt 
of  the  stock  certificates  Issued  to  them. 

Stock  transfer  record  {M-6). — ^Thls  form  will  be  used  for  recording  trans- 
fers for  account  of  stockholders  other  than  the  member  banks.  It  is  ruled  for 
entry  of  the  date  of  the  transfer;  the  serial  number  of  the  certificate  sur- 
rendered and  the  number  of  shnres  represented  thereby;  the  name  of  the  tran0> 
ferrer ;  the  number  of  the  certificate  Issued  in  exchange ;  the  number  of  shares 
represented  by  the  new  certificate,  and  the  name  and  address  of  the  transferee. 
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Standing  order  to  mail  dividend  (if-7). — Each  stockholder  to  whom  dividend 
checlcs  will  be  issued  should  be  required  to  complete  a  copy  of  this  fonn.  If 
the  dividends  are  to  be  remitted  to  some  one  other  than  the  owner  of  the  stock, 
the  signature  of  the  stockholder  should  be  acknowledged  b^ore  a  notary  public. 

Dividend  register  '{M-8). — ^As  most  of  the  stockholders  of  the  regional  hdoks 
will  be  member  banks  whose  holdings  are  not  transferable,  a  dividend  register 
of  tills  type  should  meet  all  requirements.  It  is  ruled  to  show  the  names  aod 
addresses  of  the  stockholders  and  the  dividends  applicable  to  their  holdings, 
also  the  number,  rate,  and  total  amount  of  the  dividend,  the  date  on  which  it 
was  declared,  the  date  paid,  and  the  date  credited  td  the  liability  account  for 
dividends  declared. 

Dividends  payable  to  member  banks  are  to  be  credited  to  their  accounts  direct 
from  the  dividend  register.  For  the  dividends  payable  to  other  stockholders 
dividend  checks  will  be  issued. 

Authority  to  open  account  with  regional  hank  (M-9). — Each  member  bank 
opening  an  account  with  its  regional  bank  should  be  required  to  furnish  the 
latter  with  a  tertifled  copy  of  the  resolution  of  the  board  of  directors  authorii^ 
ing  such  action.    Form  M-8  is  reconmaended  for  use  in  this  connection. 

Signature  card  {M-10), — Simultaneously  with  the  opening  of  an  account,  the 
member  bank  will  be  required  to  file  with  its  regional  banlc,  on  this  fonn,  a 
list  of  the  signatures  to  be  recognissed  by  the  regional  bank  in  the  payment  of 
funds  or  the  transaction  of  other  business  for  account  of  the  member  baniL 

Purcfiase  order  {M-ll), — ^This  form  is  designed  to  furnish  a  suitable  record 
of  the  orders  issued  for  the  purchase  of  stationery  and  other  supplies.  The 
original  of  the  order  is  to  be  forwarded  to  the  supplier  and  the  duplicate  re- 
tained for  office  use. 

Stock  record  for  supplies  (M-12). — ^For  each  article  carried  in  stock  sepa- 
rate cards  of  this  form  are  to  be  used,  on  which  will  be  Altered  the  descrip- 
tion, the  index  number,  and  the  location  of  the  stock;  the  purchases;  the 
issues;  and  the  balance. 

FEDERAL  BESEBVE  AGENT. 

The  act  stipulates  that  the  Federal  reserve  agent  shall  be  a  person  of  tested 
banking  experience  and  that  he  shall  maintain,  under  regulations  to  be  estab- 
lished by  the  Federal  Reserve  Board,  a  local  office  of  said  board  on  the 
premises  of  the  bank  with  which  he  is  connected.  These  stipulations  will 
necessitate  the  Federal  reserve  agent  keeping  suitable  records  of  the  notes  re- 
ceived, issued,  and  withdrawn,  of  the  rediscounts  and  other  paper  held  as 
collateral  to  note  issues,  and  such  other  records  as  may  be  prescribed  by  the 
Federal  Reserve  Board. 

Record  of  F^eral  reserve  notes  received  from  the  Comptroller  of  the  Cur- 
rency (X-l). — In  the  respective  columns  of  this  record  will  be  entered  the  date 
and  nature  of  the  transaction,  the  amount  of  notes  received  from  the  Comp- 
troller, the  amount  returned  to  the  Comptroller,  and  the  balance  to  be  ac- 
counted for  by  the  Federel  reserve  agent  This  balance  should  equal  the 
amount  of  notes  on  hand  as  shown  by  Form  X-2  and  the  notes  issued  to  the 
regional  bank  as  recorded  on  Form  X-3. 

Record  of  Federal  reserve  notes  on  hand  (X-2), — ^This  record  will  show  the 
details  of  the  notes  received  from  the  Comptroller  of  the  Currency  or  returned 
by  the  regional  bank,  the  notes  issued  to  the  regional  bank  or  returned  to  the 
Comptroller,  and  the  balance,  subdivided  as  between  notes  on  hand  which 
are  lit  for  circulation  and  notes  which  are  not  fit  for  circulation  and  are  to  be 
returned  to  the  Comptroller. 

Record  of  security  furnished  by  regional  hank  and  Federal  reserve  ^^^ 
issued  (XS), — From  this  record  the  Federal  reserve  agent  will  be  able  to  ascer- 
tain at  any  time  the  amount  of  rediscounts  and  other  paper  hypothecated  wi^ 
him  by  the  regional  bank  and  the  amount  of  Federal  reserve  notes  issued 
against  such  security. 

The  total  amount  of  each  borrower's  paper  hypothecated  with  the  Federal 
reserve  agent  being  ascertainable  from  the  loan  department  records,  it  win  not 
be  necessary  for  the  agent  to  maintain  a  special  record  for  this  purpose. 

Application  for  Federal  reserve  notes  iX-4). — ^This  form,  which  will  be  used 
by  the  regional  bank  when  applyiug  for  Federal  reserve  notes,  is  to  be  prepared 
in  duplicate.  The  original  is  to  be  retained  by  the  regional  bank  as  authority 
for  the  credit  to  circulation  account,  while  the  duplicate  Is  to  be  signed  by  tlie 
paying  teller  of  the  regional  bank  In  acknowledgment  of  the  receipt  of  the  notes 
and  returned  to  the  Federal  reserve  agent  for  entry  on  his  records. 
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Retirement  of  Federal  reserve  notes  (X-5). — Except  that  it  is  to  be  used  in 
connection  with  the  retirement  of  Federal  reserve  notes,  this  form  is  very 
similar  to  X-4. 

Record  of  notes  hypothecated  with  Federal  reserve  agent  {B-15) ;  record  of 
collateral  withdrawn  from  Federal  reserve  agent  (B-IS), — ^As  explained  in  a 
preceding  section  of  this  report,  the  loan  department  will  prepare  these  forms 
in  duplicate  in  order  that  the  Federal  reserve  agent  may  be  able  to  retain  a 
copy  for  his  own  use. 

Advice  of  currency  returned  to  comptroller  iX-6). — ^This  form  will  be  used 
by  the  Federal  re^rve  agent  for  advising  the  comptroller  of  shipments  of 
mutilated  currency. 

Each  package  of  currency  returned  to  Washington  should  be  accompanied  by 
a  detailed  schedule  of  the  contents,  showing  both  the  serial  numbers  of  the 
notes  returned  and  their  denomination. 

Daily  report  on  note  circulation  (X-7). — The  Federal  reserve  agent  will 
report  daily  to  the  Federal  Reserve  Board  on  this  form  the  total  issues  and 
withdrawals  of  Federal  reserve  notes,  the  amount  of  unfit  notes  returned  to 
Washington,  and  the  total  amount  of  notes  on  hand  at  the  close  of  the  day. 

AUDIT   DIVISION. 

The  function  of  the  audit  division  will  be  to  audit  the  records  and  securities 
of  the  various  departments  comprising  the  banking  division,  also  those  of  the 
Federal  reserve  agent. 

The  auditor  in  charge  of  this  division  should  be  thoroughly  acquainted  with 
the  banking  business  in  all  its  phases  and  competent  to  judge  if  every  part  of 
the  work  is  being  properly  performed.  While  not  under  their  Jurisdiction,  the 
auditor  should  cooperate  with  the  officers  conducting  the  banking  division  so 
thT  as  is  necessary  to  safeguard  the  interests  of  the  bank. 

Under  no  circumstances  should  either  the  auditor  or  his  assistants  be  allowed 
to  prepare  or  approve  tickets  of  original  entry.  On  the  other  hand,  the  audit 
division  should  be  required  to  prepare  all  tickets  needed  for  the  correction  of 
errors;  all  error  tickets  should,  however,  be  referred  to  an  officer  in  the 
banking  division  for  approval  before  delivery  to  the  bookkeepers  for  entry. 

A  cl.isslfication  and  analysis  of  the  duties  of  the  audit  division  follow: 

General  proof. — ^At  the  close  of  business  each  day  the  various  departments 
will  deliver  their  settlement  sheets  to  the  audit  division,  where  the  interde- 
partmental transactions  will  be  verified  and  the  departmental  totals  assem- 
bled on  the  auditor's  general  proof  sheet.  Form  Y-1.  ^ 

Reconcilements. — The  reconciliations  of  the  accounts  carried  with  other  re- 
gional banks,  with  member  banks  and  Government  departments,  and  with  cor- 
respondents abroad  will  be  prepared  by  the  audit  division.  The  domestic 
accounts  are  to  be  reconciled  on  Form  Y-2  and  the  foreign  accounts  on  Form 
Y-3.  Reference  to  tliese  forms  will  show  that  in  each  case  the  reverse  can  be 
utilized  for  listing  the  outstandings. 

Departmental  audits. — E^ch  of  the  departments  comprising  the  banking 
division  should  be  audited  at  irregular  intervals  during  the  year.  These 
audits  should  include  a  verification  of  the  cash,  loans,  investment  securities, 
and  other  resources ;  a  comparison  of  the  securities  held  as  collateral  with  the 
collateral  records ;  a  proof  of  the  liability  accounts,  and  a  detailed  check  of  the 
accrual  accounts,  and  the  accounts  relating  to  earnings  and  expense& 

The  securities  and  accounts  of  the  Federal  reserve  agent  should  also  be  sub- 
ject to  audit  at  frequent  intervals. 

Loose-leaf  records. — ^The  audit  division  should  have  charge  of  all  sheets  for 
loose-leaf  records,  furnishing  them  as  required  and  keeping  an  accurate  record 
of  those  in  use  and  in  the  transfer  files. 

Canceled  vouchers. — ^AU  canceled  vouchers  relating  to  the  general  accounts, 
debit  and  credit  tickets,  etc.,  should  be  promptly  delivered  to  the  audit  divi- 
sion for  filing. 


Circular  No.  8.1 

Federal  Reserve  Board. 
Washington,  D.  (7.,  October  17.  19H. 

In  order  to  promote  a  desirable  uniformity  in  the  organization  of  the  Federal 
reserve  banks,  the  Federal  Reserve  Board  presents  for  consideration  the  outline 
of  a  tentative  organization  for  the  banks  in  certain  essential  aspects  of  their 
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business.  The  outline  has  not  been  finally  approved  by  the  £>ederal  Reserve 
Board.  It  represents  the  work  of  certain  experts  who  were  appointed  by  the 
organization  committee  to.  examine  into  the  details  of  organization.  It  la, 
therefore,  offered  simply  as  a  basis  for  further  discussion. 

OUTLINE  OF  DISCUSSION. 

In  dealing  with  the  general  question  of  the  organization  of  the  reserve  system 
after  the  necessary  structure  has  been  set  up  by  the  appointment  of  the  boards 
of  directors  of  the  Federal  reserve  banks  and  by  the  appointment  of  the  Federal 
Reserve  Board  itself,  it  is  deemed  best  to  recognize  several  distinct  elements 
as  follows : 

1.  The  organization  and  management  of  a  typical  Federal  reserve  bank  whose 
operations  are  supposed  to  be  representative  of  and  practically  uniform  with 
those  of  every  other. 

2.  The  organization  of  the  office  of  the  Federal  reserve  agent  stationed  at 
each  reserve  bank,  and  the  duties  of  such  agent 

3.  The  organization  of  the  Federal  Reserve  Board. 

4.  The  conduct  of  business  of  Federal  reserve  banks. 

5.  The  relations  between  Federal  reserve  banks  themselves  and  between  each 
Federal  reserve  bank  and  its  member  banks. 

6.  The  relations  between  the  Federal  reserve  system  and  outside  banks. 

7.  The  establishment  of  branches  at  home  and  abroad,  and  the  relations  be- 
tween such  branches  and  the  "  parent "  banks  to  which  they  are  attached. 

It  will  not  be  feasible,  for  reasons  of  convenience  which  will  later  appear, 
to  discuss  these  topics  strictly  in  the  order  In  which  they  are  here  presented, 
bnt  each  of  the  general  discussions  thus  Indicated  will  be  dealt  with  in  the 
course  of  the  report 

A  beginning  will  be  made  by  outlining  the  proposed  type  of  organization  for 
a  Federal  reserve  bank.  The  reasons  for  the  precise  form  of  organization 
suggested  will  become  apparent  as  the  treatment  proceeda 

OBGANIZATION   OF  BANKS. 

In  dealing  with  the  actual  organization  of  the  proposed  banks,  two  leading 
questions  are  presented: 

1.  The  systematic  recording  of  their  doings,  including  full  provision  for 
accounting  and  internal  regulation. 

2.  The  officering  of  the  several  institutions,  and  the  general  relationship 
between  their  organization  and  that  of  the  Federal  Reserve  Board. 

To  some  extent  these  two  phases  of  the  subject  must  be  treated  together,  but 
the  principal  features  of  each  branch  of  the  question  of  organization  can  be 
independently  disposed  of.  Attention  will  first  be  given  to  the  question  of  the 
routine  conduct  of  business  In  the  institutions. 

In  organizing  the  Federal  reserve  bank  In  each  of  the  districts  set  apart  by 
the  organization  committee,  it  will  be  necessary  first  of  all  to  determine  upon 
the  general  type  of  organization  to  be  employed  and  to  formulate  a  specific  plan 
of  procedure  In  accordance  therewith.  The  Federal  reserve  act  makes  no  effort 
to  prescribe  the  details  of  organization,  but  leaves  them  to  be  settled  by  the 
boards  of  directors,  subject  to  the  general  requirements  of  the  methods,  and 
restrictions  definitely  set  forth  in  the  national  banking  act  are  to  be  adhered  to. 

ADMINISTRATION. 

It  Is  believed,  however,  that  so  far  as  practicable,  the  adoption  of  a  uniform 
system  of  organization  which  shall  prevail  throughout  the  whole  system  of 
banks  as  nearly  as  conditions  will  permit  Is  much  to  be  preferred  to  a  plan 
which  would  allow  the  banks  to  adopt  a  variety  of  different  methods  of  organi- 
zation according  to  circumstances.  The  points  which  have  been  deemed,  on  the 
whole,  practically  essential  In  connection  with  the  organization  are  brought  out 
in  the  latter  portions  of  this  report  In  connection  with  the  treatment  of  branches, 
accounting,  and  other  subjects,  but  at  this  point  It  Is  considered  desirable  to 
sketch  their  main  outlines  for  the  sake  of  clearness  by  way  of  introducing  the 
subject  In  general,  the  following  requirements  must  it  Is  thought,  be  complied 
with: 

(a)  Each  Federal  reserve  bank  should  liave  a  distinct  executive  head  not 
identical  with  the  Federal  reserve  agent,  even  in  those  cases  where  the  res»ve 
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agent  has  been  selected  in  a  manner  entirely  satisfactory  to  the  banking  com- 
maaity,  so  that  stockholders  would  be  quite  willing  to  have  the  agent  act  as 
the  executive  head  of  the  bank.  Of  course,  this  implies  that  In  no  case  should 
the  president  or  executive  head  chosen  by  the  stockholders  be  designated  by 
the  Government  as  reserve  agent.  The  intent  of  the  act  is  distinctly  opposed 
to  any  such  fusion  of  functions,  the  agent  being  intended  to  be  a  Government 
representative  and  spend  his  time  in  furthering  the  interests  of  the  public  at 
large — a  position  he  could  hardly  preserve  were  he  to  become  an  active  operat- 
ing officer,  anxious  to  increase  profits  and  advance  given  private  Interests. 

(&)  Each  Federal  reserve  bank  should  be  carefully  subdivided  into  de- 
partments, each  such  department  representing  a  definite  allotment  of  business, 
the  divisions  being  those  which  correspond  with  the  various  types  of  business 
set  forth  by  the  Federal  reserve  act. 

(c)  Each  Federal  reserve  bank  should  be  so  organized  as  to  provide  for  a 
proper  check  upon  the  operations  of  the  member  banks  and  for  a  suitable 
oversight  on  the  part  of  the  reserve  agent 

id)  Each  Federal  reserve  bank  should  be  subject  to  specified  internal  regu- 
lations evolved  as  the  result  of  bank  experience,  which  will  conduce  to  the 
efficient  and  economical  conduct  of  its  affairs. 

{e)  Suitable  provision  shall  be  made  in  each  bank  for  the  bonding  of  em- 
ployees and  for  an  accurate  control  of  their  operations. 

An  organization  chart  has  been  prepared  for  the  graphic  presentation  of  this 
plan  and  has  already  been  issued. 

(Tentative  by-laws  prepared  for  submission  to  the  several  boards  of  directors 
bave  already  been  distributed  as  Circular  No.  6  and  are  consequently  omitted 
at  this  point) 

INTERNAL  BBGUULTIONB. 

Besides  the  general  by-laws  as  thus  set  forth,  It  is  believed  that  the  proper 
conduct  of  the  new  banks  will  call  for  a  code  of  rules  of  internal  regulations. 

Probably  one  of  the  greatest  initial  difficulties  in  opening  the  Federal  re- 
serve banks  will  be  the  securing  of  a  competent  staff.  The  continued  efficiency 
of  even  a  thoroughly  competent  corps  of  bank  employees  depends  largely  upon 
the  discipline  in  vogue  in  the  institution.  Such  discipline  requires  the  applica- 
tion of  rales  designed  to  promote  morale  and  proper  thoroughness. 

These  rules  should  be  sufficiently  wide  in  their  latitude  to  insure  the  primary 
essentials  of  coordination.  Their  structure  should  be  more  than  a  series  of 
prohibitions,  and  should  serve  to  give  the  tendency  toward  that  which  Is  de- 
aired,  even  if  not  categorically  expressed. 

They  should  at  least  be  so  arranged  as : 

1.  To  set  forth  the  time  at  which  employees  of  various  grades  should  report 
for  duty ;  to  stipulate  when  the  windows  shall  be  closed  for  business ;  to  desig- 
nate a  maximum  lunch  period;  to  provide  for  temporary  absence  or  leave  of 
absence ;  to  provide  for  reports  of  tardiness ;  and  to  provide  for  overtime  work. 

2.  To  set  forth  when  the  vault  shall  be  opened  and  closed  and  upon  what 
authority  the  vault  may  be  kept  open  after  the  time  provided;  to  designate 
what  records  shall  be  kept  by  the  vault  officer  and  what  his  duties  shall  be; 
to  stipulate  what  parties  in  conjunction  shall  hold  combinations. 

3.  To  require  care  to  be  taken  of  securities  in  the  various  departments;  to 
Kt  forth  how  shipments  of  securities  must  be  handled;  to  provide  for  receipt- 
ing and  recording  of  securities  received  and  delivered ;  to  set  forth  under  what 
conditions  and  under  what  authority  valuables  may  be  deposited  and  with- 
drawn from  the  vault. 

4.  To  set  forth  certain  necessary  regulations  and  restrictions  regarding 
•pparel,  neatness,  and  habits;  to  prescribe  mutual  courtesy  and  politeness; 
to  restrict  smoking  to  certain  hours. 

5.  To  require  neatness  of  desks,  cabinets,  and  other  working  furniture;  to 
require  care  and  neatness  in  records  prescribing  how  records  shall  be  kept  and 
closed. 

6.  To  provide  for  initialing  and  signing  of  all  necessary  tickets  and  vouchers, 
what  class  of  entries  certain  authorities  are  empowered  to  sanction ;  to  provide 
tor  signing  of  checks,  receipts,  and  other  papers. 

7.  To  describe  the  duties  and  powers  of  the  auditor ;  to  specify  to  whom  the 
auditor  Is  responsible  and  to  what  extent  his  authority  obtains  in  the  matter 
of  accounting  and  the  records ;  to  place  final  responsibility  for  all  systems  and 
changes  on  the  auditor. 
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8.  To  indicate  how  supplies  stiall  be  ordered  and  how  audited;  to  state  upou 
whose  authority  expenditures  may  be  incurred;  to  prescribe  when  bills  shall 
be  paid,  who  shall  receive  and  distribute  supplies ;  to  require  tliat  when  reorders 
are  necessary  old  forms  shall  be  submitted  to  auditor  for  possible  change  and 
correction. 

9.  To  provide  who  shall  code  and  decode  cables  and  telegrams;  to  designate 
an  officer  who  shall  hold  test  words  and  keys;  to  prescribe  how  copies  and 
records  shall  be  kept  and  telegraph  bills  checked. 

10.  To  prescribe  who  shall  receive,  assort,  and  distribute  mail,  who  shall  be 
authorized  to  sign  letters;  to  direct  how  correspondence  files  shall  be  kept 
and  how  access  thereto  may  be  granted. 

11.  To  provide  for  the  assembling  of  all  reports  in  the  hands  of  a  designated 
functionary  at  a  certain  time. 

WORK  OF  TBANSFEB  AGENT. 

It  is  further  suggested  that  in  case  the  Federal  reserve  agent  shall  be  author- 
ized to  act  as  agent  for  the  transfer  of  stock  of  the  bank  to  which  he  is  ac- 
credited, the  following  considerations  be  observed  by  him,  particularly  in  rela- 
tion to  stock,  if  any,  that  may  be  held  by  individuals.  It  is  understood  that 
at  the  outset  no  such  stock  will  be  held  by  individual  stockholders;  but  a  set 
of  regulations  designed  to  cover  not  only  present  conditions  but  those  that 
might  arise  under  the  terms  of  the  law  has  been  developed. 

1.  The  salient  point  in  transferring  certificates  of  stock  is  to  ascertain  who 
has  authority  to  assign  the  certificate  and  how  the  authority  was  granted; 
whether  by  special  resolution,  general  resolution,  or  by  the  by-laws,  in  respect 
to  a  corporation;  whether  by  will,  indenture,  or  court  order,  in  respect  to 
executors,  trustees,  administrators,  guardians,  agents,  and  the  like;  or  whether 
by  power  of  attorney. 

2.  In  every  case  proof  of  papers  submitted  shall  be  first  ascertained  to  the 
satisfaction  of  the  transfer  agent.  He  shall  require  that  certificates  issued 
in  the  name  of  a  corporation  or  an  association  be  indorsed  by  such  oflldals 
authorized  by  a  special  or  general  resolution,  or  the  by-laws,  and  a  certified 
copy  thereof  attested  by  the  secretary  with  the  seal  affixed,  filed  with  the 
stock  certificate.  A  copy  of  the  resolution  shall  be  accompanied  by  a  notary's 
certificate  certifying  that  he  had  inspected  the  minutes  and  that  the  resolution 
was  a  true  copy  thereof. 

3.  In  issuing  certificates  to  trustees,  the  trust  shall  be  fully  described  by  a 
reference  to  the  will  or  indenture  under  which  the  trust  is  created,  and  the 
name  of  beneficiary  given,  if  possible.  In  transfers  from  trustees,  all  trustees 
shall  sign,  and  transfers  must  be  accompanied  by  a  copy  of  instruments 
properly  certified  showing  the  authority  of  the  trustees  to  sell  or  transfer. 
Trustees  appointed  by  a  court  shall  exhibit  both  certified  copy  of  Instrument 
and  certified  copy  of  the  court  appointment.  Transfers  by  administrators 
shall  be  accompanied  by  a  copy  of  appointment  certified  by  the  probate  court. 
Transfers  by  executors  or  administrators,  with  the  will  annexed,  shall  be  ac- 
companied by  a  copy  of  the  will  and  copy  of  the  court  appointment,  both  certi- 
fied by  the  probate  court. 

4.  In  issuing  certificates  to  a  minor,  the  guardian's  name  shall  also  be  given, 
as  follows:  "James  Brown  (minor),  under  guardianship  of  William  Jones." 

Transfers  from  a  minor  shall  be  made  only  by  a  guardian  appointed  by  the 
court,  who  shall  exhibit  a  properly  certified  copy  of  his  appointment. 

5.  Trustees,  executors,  administrators,  guardians,  or  agents  shall  not  transfer 
directly  to  themselves  individually. 

6.  In  transfers  executed  by  an  attorney  the  original  power  of  attorney,  certi- 
fied by  a  notary,  or  a  copy  of  siime,  shall  be  left  on  file.  Authority  to  transfer 
stock  shall  appear  in  the  instrument,  and  evidence  is  required  that  the  signature 
to  the  power  of  attorney  Is  genuine  and  that  the  power  of  attorney  is  in  force 
at  the  time  of  transfer. 

7.  In  issuing  a  certificate  to  a  married  woman,  her  Christian  name  and  not 
that  of  her  husband,  with  "  Mrs."  prefixed  shall  be  used.  In  case  a  new  certifi- 
cate is  desired  by  reason  of  change  of  name  by  marriage  of  an  unmarried  woman 
the  old  certificate  shall  be  signed  as  follows:  "  Mrs.  Mary  E.  Brown  (formerly 
B.  Smith),!'  the  new  certificate  being  Issued  in  the  name  of  **  Mrs.  Mary  E. 
Brown." 

8.  Signatures  on  assigned  certificates  shall  be  guaranteed  or  notarially 
acknowledged. 
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9.  Transfers  shall  not  be  made  directly  from  husband  to  wife  or  from  wife  to 
hnsband. 

10.  Certificates  issued  in  the  name  of  an  individual  shall  show  their  Christian 
name»  as  follows :  John  Smith,  Charles  A.  Jones. 

11.  Certificates  issued  in  the  name  of  a  bank,  corporation,  or  association  shall 
show  title  and  address,  as  follows : 

First  National  Bank,  New  York  City. 
First  National  Bank,  Chicago,  111. 
Farmers  National  Bank,  St.  Louis,  Mo. 

12.  Certificates  shall  not  be  issued  in  tlie  name  of  an  estate  of  a  deceased 
person,  but  In  the  name  of  the  representative  of  the  said  estate. 

13.  Certificates  in  the  name  of  a  deceased  person  shall  not  be  transferred 
until  the  filing  of  papers  as  aforesaid  and  the  filing  with  the  transfer  agent  of 
ccmsent  from  the  comptroller  of  the  State  in  which  deceased  resided. 

14.  All  transfers  in  the  name  of  a  deceased  person  shall  be  referred  to  counsel 
of  transfer  agent,  as  each  State  has  different  inheritance  laws  in  respect  to 
estates  of  decedents. 

15.  The  signature  of  the  assignment  on  the  back  of  stock  certificates  shall 
corre^x>nd  to  the  name  as  written  on  the  face  of  the  certificate  in  every 
particular  without  alteration. 

16.  All  notarial  acknowledgments  shall  have  affixed  a  certificate  of  certifica- 
tion by  county  clerk  or  court  of  notarial  authority. 

SYSTEM   OF  APCOUNTING. 

As  already  noted  the  system  of  accounting  to  be  employed  by  the  reserve 
banks  is  logically  to  be  considered  and  dealt  with  under  the  head  of  organiza- 
tion. Inasmuch,  however,  as  the  accounting  problems  of  the  banks  necessarily 
involve  references  to  features  of  business  management,  such  as  the  clearing  sys- 
tem of  the  banks,  the  duties  of  Federal  reserve  agents  and  others,  it  has  been 
separately  dealt  with. 

FEDEBAL  BESEBVE  AOElTTB. 

The  Federal  reserve  act  provides  for  the  appointmoit  of  a  new  type  of 
official,  heretofore  unknown  to  Federal  law,  to  be  designated  as  **  Federal 
reserve  agents."  With  reference  to  these  agents  the  reserve  act  provides 
(sec.  4)  as  follows: 

"  Class  C  directors  shall  be  appointed  by  the  Federal  Reserve  Board.  They 
shall  have  been  for  at  least  two  years  residents  of  the  districts  for  which  they 
are  appointed,  one  of  whom  shall  be  designated  by  said  board  as  chairman  of 
the  board  of  directors  of  the  Federal  reserve  bank  and  as  Federal  reserve 
agent.  He  shall  be  a  person  of  tested  banking  experience;  and  in  addition  to 
his  duties  as  chairman  of  the  board  of  directors  of  the  Federal  reserve  bank, 
he  shall  be  required  to  maintain  under  regulations  to  be  established  under  the 
Federal  Reserve  Board  a  local  office  of  said  board  on  the  premises  of  the 
Federal  reserve  bank.  He  shall  make  regular  reports  to  the  Federal  Reserve 
Board  and  shall  act  as  its  official  representative  for  the  performance  of  the 
functions  conferred  upon  it  by  this  act.  He  shall  receive  an  annual  compensa- 
tion to  be  fixed  by  the  Federal  Reserve  Board  and  paid  monthly  by  the  Federal 
reserve  bank  to  which  he  is  designated." 

Elsewhere  in  the  act  it  is  provided  that  the  reserve  board  shall — 

"Make  regulations  for  the  safeguarding  of  all  collateral,  bonds,  Federal 
reserve  notes,  money,  or  property  of  any  kind  deposited  in  the  hands  of  such 
agents.    ♦    ♦    ♦" 

By  section  16  it  is  provided  that — 

**Any  Federal  reserve  bank  may  make  application  to  the  local  Federal  reserve 
agent  for  such  amount  of  the  Federal  reserve  notes  hereinbefore  provided  for 
as  it  may  require.  Such  application  shall  be  accompanied  with  a  tender  to 
the  local  Federal  reserve  agent  of  collateral  in  amount  equal  to  the  sum  in 
the  Federal  reserve  notes  thus  applied  for  and  issued  pursuant  to  such  applica- 
tion. The  collateral  security  thus  offered  shall  be  notes  and  bills  accepted  for 
discount  under  the  provisions  of  section  13  of  this  act,  and  the  Federal  reserve 
agent  shall  each  day  notify  the  Federal  Reserve  Board  of  all  issues  and  with- 
drawals of  Federal  reserve  notes  to  and  by  the  Federal  reserve  bank  to  which 
he  is  accredited.    ♦    •    • " 
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The  functions  of  Federal  reserve  agents  us  thus  set  forth  are  broad.  Inas- 
much as  the  agent  is  made  the  local  representative  of  the  Federal  Reserve 
Board  for  the  performance  of  the  functions  Intrusted  to  such  board.  The  agent 
Is  therefore  able  to  exercise  under  the  direction  of  the  said  board  such  powers 
as  the  board  may  desire  specifically  to  intrust  to  him.  At  the  same  time  the 
act  is  exceedingly  specific  in  its  directions  with  reference  to  the  records  that 
are  to  be  maintained  by  such  agent.  While  experience  will  undoubtedly  in  the 
long  run  alter  and  develop  any  conceptions  of  the  functions  of  Federal  reserve 
agent  which  may  be  employed  at  the  beginning,  it  is  manifestly  necessary  to 
develop  a  set  of  instructions  for  Federal  reserve  agents  to  be  used  by  them  at 
the  inauguration  of  the  reserve  banks  and  to  continue  in  use  until  such  time 
as  experience  may  demonstrate  the  necessity  of  some  new  method  of  describing 
such  functions  or  some  extension  of  them,  while  it  is  equally  desirable  and 
necessary  to  describe  with  care  the  records  which  are  to  be  maintained  by  such 
agents. 

Attention  will  first  be  paid  to  the  general  duties  of  the  agent  himself  and  to 
the  scope  of  the  functions  to  be  performed  by  him. 

The  intent  of  the  act  never  was  that  of  placing  the  Federal  reserve  agent  In 
charge  of  the  Federal  reserve  bank  to  which  he  is  accredited  or  of  vesting  him 
with  practical  banking  functions  in  the  direct  management  of  business  relation- 
ships between  the  reserve  bank  land  its  member  banks.  Its  purpose  was  to  make 
him  a  local  sirpervisory  factor  representing  the  Federal  Reserve  Board  and 
ultimately  the  Government,  that  is  to  say,  the  public,  his  duties  being  funda- 
mentally those  of  controlling  the  issue  of  the  notes  applied  for  by  the  reserve 
banks  and  of  inspecting  and  supervising  banking  operations  in  the  district  for 
the  purpose  of  assuring  himself,  and  of  being  able  to  assure  the  reserve  board, 
that  the  banks,  both  member  and  Federal  reserve,  were  complying  with  the 
letter  and  spirit  of  the  law. 

In  pursuance  of  this  conception  of  the  duties  of  Federal  reserve  agents,  it 
will  be  necessary  for  the  Federal  reserve  bank  to  be  in  possession  of  detailed 
Information  concerning  each  member  bank,  as  to  financial  condition,  character 
of  management,  competency  of  ofllcers  and  directors,  care  exercised  in  granting 
and  checking  credits,  custom  In  extending  accommodation  to  diretors  and 
offlers,  or  to  corporations  which  they  may  own,  control,  or  be  interested  in,  and 
relations  with  large  borrowers.  Safeguards  must  be  adopted  to  control  the  use 
of  rediscounting  power  and  to  check  overexpansion. 

In  this  connection  it  will  be  desirable  to  have  detailed  records. 

It  will  be  necessary  for  the  Federal  reserve  agent  to  be  familiar  with  the 
affairs  of  the  bank  and  the  general  business  and  credit  conditions  in  the  district 
which  the  bank  serves.  For  this  reason,  it  is  both  desirable  and  necessary  that 
a  plan  be  adopted  which  will  give  to  the  Federal  reserve  agents  facilities  for 
obtaining  definite,  reliable,  accurate,  and  detailed  information. 

Application  for  the  issue  of  Federal  reserve  notes  must  be  made  to  the  re- 
serve agent  and  must  be  accompanied  by  a  tender  of  bills  and  notes  as  collateral 
security.     (Sec.  16,  par.  2.)     It  is  therefore  suggested: 

1.  That  the  FMeral  reserve  agent  exercise  general  supervision  over  credit 
records  and  data  concerning  member  banks  and  borrowers  which  may  be  com- 
piled from  reports  and  examinations  of  member  banks  and  elsewhere. 

2.  That  all  statements  or  reports  made  to  the  Federal  Reserve  Board  be  pre< 
pared  under  the  direction,  or  bear  the  countersignature,  of  the  Federal  reserve 
agent. 

8.  That  special  examinations  of  member  banks  provided  for  in  the  act  should, 
when  undertaken,  be  made  under  general  direction  of  the  Federal  reserve  agent 

We  may  now  proceed  to  enumerate  the  chief  features  of  a  plan  for  the  man- 
agement of  the  business  of  the  Federal  reserve  agent. 

ClBirEaAL  PLAN — STATEMENT   AND  BEPOBTS. 
FEDERAL    RBSEBTB  BANKS. 

1.  There  should  be  adopted  a  form  of  general  statement  or  balance  sheet 
which  will  show  on  its  face  the  true  condition  of  each  bank  and  give  under 
appropriate  headings  the  assets  and  liabilities  in  detail,  as  well  as  such  supple- 
mental information  as  will  be  necessary  to  give  to  the  Federal  Reserve  Board 
an  idea  of  general  business  and  financial  conditions  in  the  district  which  the 
hawk  serves. 
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WISEKLY    REPORT. 


2.  At  the  close  of  business  Friday  of  each  week  a  statement  siiowing  the  gen- 
eral condition  of  each  Federal  reserve  bank  should  be  forwafded  by  the  agent 
to  the  Federal  Reserve  Board  at  Washington.  Figures  should  be  telegraphed 
so  as  to  be  received  at  Washington  by  9  a.  m.  Saturday  morning. 
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3u  A  statement  shov^ing  condition  of  each  Federal  reserve  bank  and  a  con- 
solidated statement  for  all  Federal  reserve  banks  is  to  be  published  once  eaeh 
week.  (Sec.  11,  Par.  A.)  It  is  suggested  that  publication  be  made  either  on 
Saturday  or  Monday.  This  will  be  more  fully  discussed  in  speaking  of  tlie 
board  itself. 

MEMBER   BANES. 

4.  For  the  purpose  of  ascertaining  the  general  condition  of  member  banks 
in  each  Federal  reserve  district,  it  Is  suggested  that  a  weekly  report,  showing 
the  average  condition  of  each  member  bank,  be  made  to  the  head  office  of  each 
lUeral  reserve  bank  at  the  close  of  business  Friday  of  each  week.  The  figures 
should  be  compiled  under  the  direction  of  the  Federal  reserve  agent  and  tiie 
sommary  forwarded  by  mail  or  telegraph  to  the  Federal  Reserve  Board.  If 
deemed  advisable,  a  brief  summary  of  condition  of  member  banks  in  each 
Federal  reserve  district  and  a  combined  statement  of  all  member  banks  should 
be  published  not  later  than  Wednesday  of  following  week  by  the  Federal 
Reserve  Board. 

RELATIOKS    WITH   BOARD. 

5.  The  Federal  reserve  agent  must  each  day  notify  the  Federal  Reserve 
Board  of  all  issues  and  withdrawals  of  Federal  reserve  notes  to  and  by  the 
Federal  reserve  bank  to  which  he  is  accredited.  (Sec.  16,  par.  2.)  It  is  sug- 
j^ested  that  the  Federal  reserve  agent  be  also  required  to  forward  to  the  Federal 
Reserve  Board  at  the  close  of  business  Friday  of  each  week  a  detailed  state- 
ment giving — 

(1)  Amount  of  gold  and  lawful  money  deposited  with  him  by  the  Federal 
reserve  bank  to  which  he  is  accredited  for  exchange  for  outstanding  Federal 
reserve  notes.  (2)  Bills  of  exchange,  notes  and  drafts  held  by  him  as  col- 
lateral to  Federal  reserve  notes  issued  to  the  Federal  reserve  bank.  (3)  Record 
of  the  total  outstanding  notes  at  the  beginning  of  week,  notes  issued  or  retired 
during  the  week,  and*  liability  of  Federal  reserve  bank  upon  outstanding  notes 
on  day  of  report  (4)  A  summary  to  be  carried  forward  from  previous  report, 
showing  amount  of  Federal  reserve  notes  received  from  comptroller,  outstand- 
ing notes  in  circulation,  notes  returned  to  the  comptroller  for  cancellation  or 
destruction,  and  notes  in  hands  of  Federal  reserve  agent.  (5)  List  of  collateral 
held  by  Federal  reserve  agent,  showing  the  aggregate  liability  of  makers, 
drawers,  indorsers,  and  acceptors,  on  bills  of  exchange,  notes,  and  drafts 
received  from  banks,  as  security  for  Federal  reserve  notes  issued. 

Forms  designed  to  serve  for  the  preparation  of  these  reports  and  records  have 
been  carefully  drafted  and  will  be  found  in  the  collections  of  forms  accom- 
panying this  report.  Two  distinct  sets  of  forms  for  the  purpose  of  carrying 
oat  the  foregoing  recommendations  have  been  drafted — one  set  accompanying 
the  accounting  plan  presented  In  Appendix  I  and  numbered  as  Portfolio  III,  the 
other  included  in  that  presented  in  Appendix  II  and  numbered  as  Portfolio  n. 

IDENTIFICATION  OP  NOTES. 

In  this  connection  it  is  also  deemed  best  to  make  a  recommendation  that  will 
be  of  considerable  Importance  in  furthering  the  convenience  of  the  reserve 
banks  in  assorting  their  notes. 

Section  16,  paragraph  3,  of  the  Federal  reserve  act  provides  that — 

**  Notes  ♦  ♦  *  shall  bear  upon  their  faces  a  distinctive  letter  and  serial 
number  which  shall  be  assigned  by  the  Federal  Reserve  Board  to  each  Federal 
reserve  bank." 

In  order  that  a  uniform  set  of  numbers  may  apply  to  the  Federal  reserve 
jgistem  throughout,  it  is  recommended  that  the  number  which  shall  appear  on 
the  Federal  reserve  notes  as  above  provided  shall  be  the  official  number  of  the 
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City  where  the  issuing  Federal  reserve  bank  is  located,  according  to  the  system 
of  numbers  now  used  by  the  banks  of  the  country  in  numbering  checks.  The 
consecutive  order  of  these  numbers  is  based  upon  population.  Letters  should 
also  be  assigned  to  the  banks  to  indicate  their  position  in  the  reserve  system, 
the  Arabic  numerals  being  arbitrary  so  far  as  that  system  itself  is  concerned. 

Some  of  the  Federal  reserve  districts  and  banks  would,  under  this  system, 
be  numbered  as  follows : 

1.  A,  New  York.  4.  D,  St.  Louis. 

2.  B,  Chicago.  5.  E,  Boston. 

3.  C,  Philadelphia.  11.  F,  San  Francisco. 

The  use  of  letters  in  connection  with  these  numbers  makes  possible  a  con- 
tinuity of  designation,  so  that  if  additional  reserve  banks  are  organized  it  will 
not  be  necessary  to  change  any  previous  numbers  or  letters. 

The  notes  should  be  printed  with  the  letters  and  numbers  in  the  upper  right- 
hand  corner  and  the  lower  left-hand  comer,  and  they  should  be  sufficiently 
distinct  to  enable  tellers  and  clerks  to  assort  the  notes  readily  by  number  when 
preparing  them  for  return  to  their  originating  banks. 

EXAMINATI0I7S. 

In  connection  with  the  sections  of  the  Federal  reserve  act  concerning  exami- 
nations, suggestion  is  made  as  to — 

1.  EiXamination  of  Federal  reserve  banks  and  branches. 

2.  Examination  of  records  and  accounts  of  Federal  reserve  agents. 

3.  Examination  of  affairs  of  member  banks,  so  as  to  li^orm  the  Federal 
reserve  bank  as  to  the  condition  of  member  banks  and  lines  of  credit  that  are 
being  extended.     (Sec.  21,  par.  3.) 

4.  Establishment  of  a  credit  bureau  in  each  district  for  collecting  and  com- 
piling information  concerning  member  banks,  and  borrowers  who  are  dealing 
with  member  banks,  or  who  are  selling  paper  in  the  open  market 

■ 
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Section  11  (par.  A)  authorizes  and  empowers  the  Federal  Reserve  Board  to 
examine  at  its  discretion  accounts,  books,  and  affairs  of  each  Federal  reserve 
bank. 

Section  21  (par.  5)  provides  that  the  Federal  Reserve  Board  shall  at  lea^t 
once  each  year  order  an  examination  of  each  Federal  bank,  and  upon  Joint 
application  of  ten  member  banks  the  Federal  Reserve  Board  shall  order  a 
special  examination  and  report  of  condition  of  any  Federal  reserve  bank. 

The  law  provides  for  an  examination  of  each  Federal  reserve  bank  at  least 
once  a  year.  E^ach  bank  should  be  examined  twice  yearly.  It  would  be  well. 
if  possible,  to  have  all  reserve  banks  examined  by  a  carefully  selected  corps 
of  bank  specialists,  who  would  be  instructed  to  make  a  thorough  and  detailed 
audit  of  the  affairs  of  each  bank,  making  full  report  to  the  Federal  Reserve 
Board  and  to  the  board  of  directors  of  each  Federal  reserve  bank. 

The  examination  should  cover  a  thorough  investigation  of  investments,  re- 
discounts, collateral  loans,  and  open-market  transactions,  particular  attention 
to  be  paid  to  compliance  with  the  provisions  of  the  Federal  reserve  act  and  to 
rulings  of  the  Federal  Reserve  Board.  Relations  with  the  foreign  agents, 
agencies,  banks,  and  branches  of  Federal  reserve  banks  should  be  investigated, 
and  balances  and  accounts  should  be  verified  nnd  reconciled.  Accounts  of 
member  banks  and  balances  due  to  or  from  other  Federal  reserve  banks  should 
be  reconciled,  as  should  also  all  monies  on  deposit  to  the  credit  of  the  United 
States  Government  or  of  public  officials.  The  foreign  department  in  each  bank 
should  be  audited.  Profit  and  loss  accounts  should  be  carefully  analysed 
Thus,  the  examination  should  cover  a  complete  audit  of  the  bank  and  branches. 
,  The  examiner  should  consult  with  the  Federal  reserve  agent  and  the  board  of 
directors,  upon  the  completion  of  the  examination. 

Report  should  also  be  made  as  to  the  competency  of  management,  conditloD 
of  records,  attention  given  by  directors  to  the  affairs  of  the  bank  under  exBW- 
iuation,  and  attention  should  be  called  to  any  unsafe  or  unsound  conditioD 
cr  tendency  that  might  be  apparent  in  any  department  of  the  bank. 

The  use  of  a  special  corps  of  examiners  for  examination  of  Federal  reserve 
banks  would  have  many  advantages.  The  work  will  call  for  men  combining 
the  qualities  of  credit  specialists,  appraisers,  and  bank  accountants.  The  exaiD' 
iners  will  become  more  valuable  at  each  succeeding  examination. 
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EXAMINATION  OF   BECOBDS  OF  FEDERAL  BE8EBVE  AGENT. 

The  records  and  accounts  of  the  Federal  reserve  agent  in  each  Federal 
>*eserYe  district  should  he  examined  at  least  quarterly,  and  a  detailed  report 
siade  to  the  Federal  Reserre  Board  by  examiners  in  itp  employ.  The  exam- 
ination should  cover  a  verification  (a)  of  gold  and  lawful  money  held  by  Fed- 
irnl  reserve  agent,  deposited  with  him  by  the  Federal  reserve  bank  for  exchange 
for  outstanding  Federal  reserve  notes;  (&)  of  all  bills  of  exchange,  notes,  and 
drafts  held  as  collateral  security  for  Federal  reserve  notes;  (c)  records  of 
f^bstitution  and  withdrawals  of  collateral;  (d)  of  B*ederal  reserve  notes, 
received  from  Comptroller  of  Currency,  delivered  to  I<'ederal  reserve  banks 
Aod  in  hands  of  Federal  reserve  agent;  (e)  of  all  other  books  and  records. 

In  each  bank  there  should  be  an  auditor,  who  should  be  under  instructions 
tDd  subject  to  the  direction  of  the  Federal  reserve  agent. 

MEMBEB  BANK  EXAMINATIONS. 

Section  21  provides: 

"  The  Comptroller  shall  appoint  examiners  who  shall  examine  every  member 
bank  at  least  twice  each  year,  provided,  however,  that  the  Federal  Reserve 
Board  may  authorize  examinations  by  the  State  authorities  to  be  accepted  in 
the  case  of  State  banks  or  trust  companies  that  are  stockholders  in  any  Fed- 
HHil  reserve  bank.  The  examiner  making  the  examination  of  any  national 
bank,  or  of  any  other  member  bank  *  *  *  shall  make  a  full  and  detailed 
report  of  the  condition  of  said  bank  to  the  Comptroller  of  Currency." 
Section  21.  paragraph  3,  provides  that — 

*"  In  addition  to  the  examination  made  and  conducted  by  the  Comptroller  of 
Currency,  every  Federal  reserve  hank  may,  with  the  approval  of  the  Federal 
ff^fierve  agent  or  the  I^eral  Reserve  Board,  provide  for  special  examination 
of  member  banks  within  the  district.  •  *  *  Such  examinations  shall  be  so 
i-onducted  as  to  inform  the  Federal  reserve  bank  of  the  condition  of  its  member 
h<inks  and  of  the  lines  of  credit  iohioh  are  being  extended  by  them,*' 

Under  the  plan  suggested,  each  member  bank  will  forward  to  the  head  office 
of  the  Federal  reserve  bank  in  the  district  in  which  the  member  bank  is  located 
a  we^dy  report,  showing  its  average  condition  for  the  week. 

This  information  will  be  recorded  in  a  manner  to  show  changes  in  condition 
from  week  to  week.  For  more  detailed  information,  however,  the  Federal 
'*fsen'e  bank  will  be  dependent  upon  data  obtained  in  connection  with  the 
examination  of  member  banks. 
Success  in  hank  examinations  depends  to  a  large  degree  upon  the  care  exer- 
'-sed  by  the  examiner  in  investigating  the  lines  of  credit  extended  to  bor- 
ders by  the  bank  under  examination,  upon  the  facilities  which  the  examiner 
^  of  obtaining  reliable  information  as  to  the  character  and  financial  respon- 
^nity  of  the  officers,  directors,  and  principal  borrowers,  and  finally  upon  the 
^thod  used  In  collecting,  compiling,  and  recording  information  for  use  in  sub- 
,  ^aent  examinations. 

There  should  be  adopted  in  each  Federal  reserve  district  a  uniform  plan  of 
,  ^minatlon,  which  would  provide  for  a  thorough  and  detailed  examination  of 
each  member  bank  by  a  force  of  competent,  well-equipped  examiners,  authorized 
to  take  the  necessary  time.  A  high  standard  of  efficiency  should  be  established 
which  would  make  it  attractive  and  desirable  for  State  banking  institutions  to 
^oin  the  Federal  reserve  system.  Bxaminatlons  of  city  and  country  institutions 
should  be  made  equally  effective. 

To  prevent  a  multiplicity  of  examinations,  the  special  examination  by  the 
federal  reserve  bank  might  be  made  in  connection  with  the  regular  examina- 

ItioDs  made  by  national  or  State  bank  examiners.  Certain  information  should 
^  obtained  for  use  of  the  Federal  reserve  bank :  (1)A  record  of  all  loans  over 
ft  stated  amount.  (2)  The  character  of  collateral  accepted  as  security. 
<3)  A  record  of  bank  stock  hypothecated  at  bank  under  examination.  (4)  The 
classification  of  loans,  investments,  and  collateral.  Suggested  form  for  use  In 
^is  connection  has  been  developed  and  will  be  found  in  the  portfolio  of  forms 
accompanying  Appendix  I. 

LOCAL  CREDIT  BUBEAU. 

It  is  believed  and  recommended  that  the  Federal  reserve  system  should  be 
equipped  with  very  carefully  prepared  credit-bureau  records.  Two  plans  for 
deTeloplng  such  records  have  been  considered.    Under  one  the  records  would 
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be  conducted  and  kept  at  the  several  reserve  banks;  under  the  other  thej 
would  be  kept  In  a  single  office  under  direction  of  the  Reserve  Board  in  WaeJi- 
Ington.  In  either  case  frequent  communication  of  results  must  occur  between 
the  several  banks  and  the  board.  A  choice  between  the  two  plans  will  depend 
somewhat  upon  the  system  of  accounting  determined  upon.  In  Appendix  I  is 
given  a  system  of  accounting  more  adapted  to  the  establishment  of  a  local 
credit  bureau  in  each  reserve  bank,  while  in  Appendix  II  records  are  so 
formulated  as  to  concentrate  credit  records  in  Washington  as  a  by-product 
of  the  accounting.  The  credit-bureau  principles  in  general  will  be  the  same  in 
either  case.     (See  Portfolios  II  and  III.) 

Assuming,  for  the  purpose  of  the  discussion,  that  in  each  Federal  reserve  bank 
a  credit  bureau  in  charge  of  the  agent  is  to  be  established,  its  duty  should  be 
the  collection  and  recording  of  data  concerning  member  banks,  and  the  standing 
of  individuals,  firms,  and  corporations,  discounting  at  or  borrowing  of  member 
banks,  or  selling  paper  in  the  open  market. 

This  bureau  should  have  card  indexes  showing — 

1.  Loan  record,  compiled  from  examination  reports,  showing  borrower's  loan 
liability  at  each  bank,  with  a  mhiimum  limit  of  $5,000  in  city  and  $2,500  in 
country  banks. 

2.  Bank  stock  hypothecation  record,  showing  bank  stock  hypothecated  at 
member  banks. 

8.  Inactive  collateral  record,  showing  secnrities  of  small  or  close  corporations, 
or  securities  having  a  limited  or  inactive  market,  whether  securities  be  held 
as  Investments  or  as  collateral  by  member  banks. 

4.  Record  of  the  business,  firm,  or  corporation  affiliations  of  the  directors 
and  officers  of  every  member  bank  In  the  district. 

5.  Current  record  of  failures,  bankruptcies*  and  large  Judgments  affecting 
borrowers  of  any  member  bank. 

6.  Record  of  character,  standing,  and  financial  responsibility  of  all  bankers 
and  note  brokers  engaged  in  selling  notes,  drafts,  and  bills  of  exchange  in  open 
market. 

7.  Record  of  standing  and  financial  responsibility  of  individuals,  firms,  and 
corporations  selling  notes,  drafts,  and  bills  of  exchange  in  open  market. 

A  plan  for  the  exchange  of  information  should  be  arranged  with  the  credit 
bureaus  established  in  other  Federal  reserve  districts,  and,  with  the  approval 
of  the  Comptroller  of  the  Currency,  with  the  credit  bureaus  established  by  State 
banking  authorities  where  a  proper  system  for  safeguarding  information  ba' 
been  adopted. 

Credit  bureau  data  should  be  available  to  the  Federal  reserve  agent,  the 
executive  officers  and  directors  of  Federal  reserve  banks,  and  the  national  bank 
and  Federal  reserve  bank  examiners. 

Suggested  forms  for  these  records  are  presented  in  the  portfolios  accompany- 
ing the  appendices,  especially  in  Portfolio  III. 

The  credit  bureau  will  also  have  the  benefit  of  service  of  mercantile  agencies 
and  will  no  doubt  subscribe  to  various  financial  publications. 

OTHEB  CBEDIT  RECORDS. 

It  is  provided  in  the  general  plans  of  accounting  offered  herewith  that  each 
Federal  reserve  bank  shall  keep  detailed  records  showing — 

1.  The  aggregate  liability  of  member  banks  on  paper  rediscounted  by  the 
Federal  reserve  bank,  as  well  as  the  liability  of  member  banks  on  bills,  notes* 
and  drafts  purchased  from  or  discounted  for  others. 

2.  The  aggregate  liability  of  individuals,  firms,  corporations,  banks,  bankers, 
municipalities,  etc.,  on  bills,  notes,  and  drafts,  rediscounted  for  member  banks, 
or  purchased  in  the  open  market. 

A  similar  record  should  be  kept  of  the  liability  of  concerns  upon  foreign  ex- 
change bills  and  drafts  bought  and  sold  and  of  foreign  bills  of  exchange  pur- 
chased for  Investment. 

It  will  be  seen  that  there  is  provided  a  means  of  ascertaining  definitely  tbe 
aggregate  liability  of  any  one  firm,  individual,  or  corporation  on  bills,  notes,  or 
drafts  held  by  the  reserve  bank.  Through  the  credit  bureaus  there  will  be 
facilities  for  ascertaining  the  extent  of  paper  held  by  member  banks.  .If  the 
principal  office  of  a  concern  is  located  in  another  district,  a  comparison  may  be 
made  with  the  credit  bureau  in  that  district. 

To  ascertain  the  credit  standing  and  financial  responsibility  of  concerns  selling 
their  hills  of  exchange,  notes,  and  drafts  in  the  open  market,  arrangements  may 


AKKXTAL  KBPOBT  OF  THE  FEDERAL  BESEBVE  BOABD.  129 

be  made  to  obtain  from  the  note  brokers  copies  of  signed  financial  statements 
and  copies  of  auditors'  reports.  Access  to  records  of  credit  bureaus  of  other 
districts  will  enable  the  Federal  reserve  bank  to  obtain  definite  information  as 
to  the  extent  of  liability  at  banks  where  principal  borrowing  accounts  are  main- 
tained. However,  as  in  the  case  of  the  credit  departments  in  banks  and  mer- 
cantile houses,  all  information  -will  have  to  be  systematically  recorded,  state- 
ments carefully  analyzed,  and  comi>aratiye  statements  made. 

It  will  take  some  years  to  develop  the  credit  bureau  and  department,  but  each 
Federal  reserve  bank  will  have  access  to  many  sources  of  information  which 
are  not  at  present  available.  Through  their  commanding  positions,  the  Federal 
Reserve  Board  and  banks  will  be  able  to  exercise  a  close  supervision  over  the 
commercial  paper  market,  to  eliminate  many  of  the  abuses  which  are  now  ap- 
parent, and  probably  suggest  a  means  of  standardizing  statements,  audits,  and 
reports  of  borrowing  concerns. 

The  credit  bureaus  will  aid  examiners  in  their  investigations  and  tend  to 
increase  the  efficiency  of  all  bank  examinations  if  the  proper  degree  of  coopera- 
tion is  established.  The  bureau  will  have,  after  each  examination,  definite  in- 
formation regarding  the  credits  and  condition  of  the  bank.  The  Federal  reserve 
bank  will  be  vitally  interested  in  all  data  concerning  the  standing  of  each  mem- 
ber bank,  in  order  to  determine  the  line  of  rediscount  that  may  be  safely  and 
wisely  extended.  To  prevent  infiation  and  an  abuse  of  the  accepting  power, 
there  must  be  continuous  vigilance. 

The  power  to  restrict  or  limit  the  rediscounting  privilege  will  be  effective  in 
forcing  the  elimination  of  lax  methods  and  unsafe  practices;  will  prevent  the 
gradual  accumulation  of  questionable  assets,  and  will,  in  effect,  require  mem- 
bers to  conduct  business  along  sound,  businesslike  lines.  The  Federal  reserve 
examinations  of  member  banks  and  examinations  by  national  bank  examiners 
will  be  a  distinct  advantage  to  members  and  will  eventually  prove  a  guaranty  of 
solvency. 

If  the  main  work  of  conducting  credit  records  be  carried  on  under  the  charge 
of  the  agent  at  each  of  the  reserve  banks,  as  thus  suggested,  it  will  still  be  de- 
sirable that  there  be  a  centralization  or  combination  of  results  under  direction 
of  the  board  at  Washington  through  some  one  of  its  several  divisions  which 
shall  transmit  the  combined  information  to  the  other  bureaus;  while  if  the  in- 
formation is  directly  compiled  at  Washington  in  the  first  place  a  local  receiving 
mechanism  will  also  be  needed  in  each  bank. 

STATISTICAL  BT7REAU. 

An  important  part  of  the  work  of  the  Federal  Reserve  Board  will  be  found 
In  the  making  of  thorough  and  satisfactory  analyses  of.  data  relating  to  bank 
operations  in  different  parts  of  the  country.  These  analyses  will  be  necessary 
botb  from  a  scientific  and  a  practical  banking  standpoint.  They  should  include 
carefnl  compilations  of  figures  designed  to  show  the  actual  operations  under 
each  section  of  the  reserve  act,  changes  in  the  outstanding  currency  circulation, 
fluctuations  in  tiie  specie  stock  of  the  several  reserve  banks  and  of  the  system 
as  a  whole,  variations  in  the  conditions  of  domestic  and  foreign  exchange,  and 
a  variety  of  other  items.  While  it  is  undoubtedly  true  that  experience  in  the 
numagement  of  the  system  will  materially  modify  any  plan  for  the  collection 
of  such  statistics  and  for  the  making  of  analyses  of  the  kinds  already  indicated, 
it  will  be  desirable  to  start  with  a  complete  and  thorough  basis  for  classifying 
the  various  data  collected  and  for  presenting  the  net  results  in  an  easily  com- 
prehensible form.  Indeed  it  will  be  only  by  this  means  tiiat  the  subsequent 
development  of  the  statistical  analyses  along  lines  closely  adapted  to  the 
peculiarities  of  the  system  itself  will  be  practicable.  It  has  therefore  been 
deemed  wise  to  present  thS  outline  for  a  statistical  bureau  to  be  organized 
ander  the  direction  of  the  board  at  Washington.  Such  an  outline  has  been 
prepared  under  the  direction  of  the  committee  by  Mr.  Ludwig  Bendix,  of  New 
York  City,  and  is  presented  in  Appendix  III  of  this  report. 

BONDING  OF  AGENTS. 

The  Federal  reserve  act  provides  in  section  11,  paragraph  1,  that— 
**The  Federal  Reserve  Board  shall  be  authorized  and  empowered    •     ♦    • 
"(I)  To  require  bonds  of  Federal  reserve  agents  to  make  regulations  for  the 
safeguarding  of  all  collateral  bonds,  Federal  reserve  notes,  money,  or  property 
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of  any  kind  deposited  in  the  hands  of  such  agentSy  and  said  board  shall  perform 
the  dnties,  functions^  or  services  sfpeclfled  in  this  act,  and  make  all  rules  and 
regnlations  necessary  to  enable  said  board  effectiyely  to  perform  the  sama*' 

With  reference  to  the  first  provision  in  this  section,  namely,  that  authorizing 
the  Federal  Reserve  Board  to  "  require  bonds  of  Federal  reserve  agents  "  ( the 
organization  committee  being  presumed  to  exercise  the  same  functions  as  the 
Federal  Reserve  Board  under  section  2  of  the  act),  it  is  suggested  that  three 
questions  arise: 

1.  The  amount  of  the  bonds  to  be  given  by  Federal  reserve  agents. 

2.  The  nature  and  form  of  the  bonds  to  be  furnished  by  them. 

8.  The  question  whether  such  bonds  shall  be  separate  and  applicable  only  to 
the  reserve  agents  or  whether  a  "blanket  bond"  covering  all  employed  and 
officers  of  the  Federal  reserve  bank  and  including  the  reserve  agent  with  others 
should  be  permitted. 

In  view  of  the  fact  that  the  Federal  reserve  agent  Is  distinctly  a  Government 
officer,  although  paid  by  the  bank  to  which  he  is  accredited,  and  in  view  of 
the  fact  that  his  responsibilities  are  to  the  Federal  Reserve  Board  primarily, 
rather  than  to  the  bank  itself,  it  is  recommended  that  each  and  every  Federal 
reserve  agent  be  called  upon  to  give  a  separate  bond  for  himself  and  his  own 
staff,  and  that  he  be  not  included  in  the  blanket  bond,  if  any,  which  may  be 
written  for  the  protection  of  all  other  officers  and  employees  of  the  bank  at 
large.  His  bond  would  thus  cover  merely  his  own  liability  and  that  of  the 
subordinates  under  him  in  his  own  office. 

The  question  of  form  of  bond  has  formed  the  subject  of  careful  inquiry,  and 
it  is  believed  that  the  form  employed  by  the  American  Bankers*  Association, 
and  recommended  by  them  for  general  use,  is  the  best  that  can  be  employed 
under  the  circumstances. 

With  reference  to  the  amount  of  the  bond  to  be  given  by  Federal  reserve 
agents  considerable  difference  of  opinion  has  been  encountered,  and,  as  a  result, 
consultations  have  been  had  with  the  officers  of  some  of  the  principal  bonding 
companies.  As  a  result  of  the  investigation  thus  had  and  the  advice  furnished 
it  is  recommended  that  the  bonds  of  Federal  reserve  agents  shall  not  fall  below 
a  minimum  of  $100,000,  and  that  they  shall  vary  according  to  the  activity  and 
resources  of  the  reserve  bank  to  which  each  such  agent  is  accredited,  probably 
not  exceeding  $250,000  in  any  case. 

DOMESTIC  BRANCHES. 

The  Federnl  reserve  act  contains  the  following  provisions  (sec.  3)  with 
reference  to  branch  offices: 

**  Sec.  3.  Each  Federal  reserve  bank  shall  establish  branch  banks  within  the 
Federal  reserve  district  in  which  it  is  located  and  may  do  so  in  the  district 
of  any  Federal  reserve  bank  which  may  have  been  suspended.  Such  branches 
shall  be  operated  by  a  board  of  directors  under  rules  and  regulations  approved 
by  ttie  Federal  Reserve  Board.  Directors  of  branch  bank  shall  possess  the  same 
qualifications  as  directors  of  the  Federal  reserve  banks.  Four  of  said  directors 
shall  be  selected  by  the  reserve  bank  and  three  by  the  Federal  Reserve  Board, 
and  they  shall  hold  office  during  the  pleasure,  respectively,  of  the  parent  bank 
and  the*  Federal  Reserve  Board.  The  reserve  bank  shall  designate  one  of  the 
directors  as  manager." 

It  will  be  observed  that  this  section  is  expressed  in  such  broad  and  general 
terms  as  to  leave  in  the  hands  of  the  Federal  Reserve  Board  and  of  the 
organization  committee  at  the  outset  very  large  powers  with  respect  to 
branches.  It  will  be  possible  practically  to  prescribe  the  conditions  under 
which  such  branches  will  operate,  subject  only  to  the  general  limitations  as  to 
directors  laid  down  in  the  section  as  above  quoted. 

Two  methods  of  dealing  with  these  branches  suggest  themselves : 

1.  The  establishment  of  a  completely  organized  banking  house  acting  as  a 
branch  of  the  reserve  bank  of  the  district  in  each  place  where  a  branch  may 
have  been  determined  upon. 

2.  The  establishment  of  a  local  office  only,  without  banking  machinery,  and 
equipped  merely  with  a  limited  clerical  organization  at  the  service  of  the  board 
of  directors  appointed  as  above  provided  for. 

These  types  of  organization  may  be  considered  in  reverse  order. 
If  it  be  determined  to  organize  simply  a  local  office,  the  board  of  directors  of 
the  branch,  so  called,  would  necessarily  amount  to  nothing  more  than  a  sub- 


ANNUAL  BBPOBT  OF  THE  FEDERAL  BESEBVE  BOARD.  131 

committee  whose  functions  would  be  those  of  ascertaining  the  character  of  the 
paper  offered  for  rediscount  by  the  banks  of  the  community,  certifying  to  its 
desirability  or  disapproving  it  as  the  case  might  be,  and  then  transmitting  the 
paper  for  actual  rediscount  to  the  resenre.bank  of  the  district.  This  plan 
would  hare  the  advantage  of  avoiding  the  outlay  necessitated  by  the  organiza- 
tion ot  a  complete  branch  and  would  also  eliminate  all  necessity  for  estab- 
lishing a  system  of  accounting  in  the  branch  which  should  fit  into  the  account- 
ing Qystem  of  the  reserve  bank  of  the  district.  It  would  also  eliminate  all 
qaesdon  of  necessity  for  a  readjustment  of  the  clearing  system.  On  the  other 
hand,  the  question  may  be  raised  whether  so  simple  a  type  of  organization 
would  satisfy  the  demands  of  the  community  in  which  the  branch  was  located 
and  would  supply  a  sufficient  addition  to  the  mechanism  of  the  reserve  bank 
to  warrant  establishing  it.  Its  function  would  obviously  be  only  that  of  a 
credit  committee  passing  upon  particular  paper.  If  this  plan  should  be  re- 
fiorted  to,  it  is  suggested  that  the  only  records  required  by  the  branch  would  be 
those  relating  to  offerings  of  paper. 

On  the  other  hand,  if  a  full-fledged  bank  should  be  established  at  each  branch 
point,  it  is  believed  that  the  following  questions  would  have  to  be  definitely 
o»iaidered  in  connection  with  the  matter: 

1.  Relation  of  branch  accounting  to  accounting  of  district  reserve  bank. 

2.  Belation  of  method  of  handling  checks  and  transit  items  to  corresponding 
methods  in  district  bank. 

3.  Area  or  territory  to  be  assigned  to  branch  as  special  or  peculiar  to  it,  i.  e., 
extent  of  subdistrict  within  which  such  branch  would  be  located. 

4.  Internal  organization  of  branch. 

5.  Oapitalization,  if  any,  to  be  assigned  to  the  branch. 

AsBoming  that  branches  were  to  be  created  on  this  plan  at  the  outset,  it  Is 
suggeeted  that  in  every  particular  the  regulations  recommended  'in  this  report 
with  respect  to  the  management  of  a  district  reserve  bank  should  be  applied  in 
the  conduct  of  the  branch,  in  so  far  as  practicable.  At  certain  points,  how- 
ever, it  will  not  be  desirable  to  develop  a  full-fledged  organization  in  the  branch. 
The  question  then  arises  precisely  how  t&r  the  organization  should  go  and  at 
what  point  reductions  or  curtailments  have  to  be  made. 

It  is  recommended  that  in  the  event  of  the  establishment  of  such  branches 
they  be  assigned  a  proportionate  capitalization  based  upon  the  capitalization 
and  surplus  of  the  member  banks  included  within  the  territory  assigned  to  the 
branch.  This,  however,  should  be  only  a  tentative  matter,  and  such  assignment 
of  resources  should  be  merely  to  bridge  over  the  period  during  which  it  is 
found  from  experience  about  what  amount  of  paper  will  on  the  average  be 
presented  by  the  banks  in  each  branch  district.  When  sufficient  experience  has 
been  had  to  determine  this  point  the  resources  to  be  employed  should  be  dis- 
tributed among  the  branches  in  proportion  to  the  quantity  of  paper  presented 
on  the  average  by  the  member  bank  in  each  such  branch  district  It  Is  recom- 
mended further  that  the  parent  bank  of  the  district  shall  in  every  case  retain 
for  Itself  a  substantial  portion  of  the  district  as  a  territory  from  which  paper 
shall  be  directly  presented  for  rediscount  This  would  mean  simply  that  the 
branch  districts  would  be  established  whenever  there  was  a  special  need  for 
them  in  a  particular  part  of  a  district  which  presented  a  clear-cut,  independent 
trading  area  whose  territory  was  an  economic  unit  and  whose  member  banks 
naturally  stood  in  close  relationship  to  one  another.  The  suggestion  also 
amounts  to  a  rejection  of  any  plan  for  subdividing  a  district  completely  into 
branch  areas  while  the  district  reserve  bank  itself  exercised  no  distinct  bank- 
ing functions  except  those  of  oversight  It  is  believed  that  this  latter  plan 
would  not  be  desirable,  but  that  in  every  district  there  should  be  a  strong 
indep^ident  reserve  bank  organization  performing  actual  banking  functions 
and  directly  redlscounting  the  paper  of  a  considerable  number  of  the  member 
banks  included  within  such  district 

Whenever  a  branch  Is  established  with  a  banking  house  of  its  own,  actual 
banking  machinery,  and  a  board  of  directors,  as  provided  by  the  Federal  reserve 
act,  It  is  recommended  that  it  be  required  to  install  a  system  of  accounting 
precisely  similar  to  that  prescribed  by  regulation  for  the  Federal  reserve 
banks  themselves,  and  that  it  be  permitted  to  vary  from  the  system  laid  down 
for  such  reserve  banks  only  at  those  points  where  the  maintenance  of  certain 
records  Is  rendered  unnecessary  by  reason  of  the  fact  that  the  branch  does  not 
perform  the  functions  to  which  such  records  relate, 
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BY-LAWS. 

The  following  suggested  outline  of  by-laws  will  afford  further  detailed  data 
concerning  the  internal  organization  requiring  to  be  perfected  in  each  branch : 

BY-LAWS  OF  FEDERAL  RESERVE  BANK  OF  ,  BRANCH  OF  FEDERAL  BESERVK   BANK 

OF  ,  ESTABLISHED  BY  IT  ,  191 — , 

Article  I. — Directors, 

Section  1.  Number  and  quorum, — The  number  of  directors  shall  be  seTen.  A 
majority  of  the  directors  aiiall  constitute  a  quorum. 

Sec.  2.  Meetings. — There  shall  be  a  stated  meeting  of  the  board  every  Wed- 
nesday at  o'clock  a.  ul,  or,  if  that  day  be  a  holiday,  on  the  first  d-ay 

preceding  not  a  holiday. 

The  chairman  of  the  board  shall  be  empowered  to  call  a  special  meetLn^  at 
any  time,  or  upon  the  written  request  of  any  two  directors,  or  whenever 
requested, to  so  do  by  the  manager  or  by  the  Federal  reserve  bank  of  the  district. 

Sec  3.  Powcr^. — ^The  board  of  directors  shall  annually  submit  for  approval 
to  the  parent  bank  a  schedule  of  compensation  and  duties  of  officers,  clerks,  and 
employees  of  the  branch. 

Sec  4.  Order  of  business. — ^The  following  shall  be  the  order  of  business  at 
each  meeting  of  the  board : 

(1)  Reading  or  inspection  of  minutes  of  the  last  regular  meeting. 

(2)  Report  of  the  manager,  including  information  concerning  banking  and 
business  conditions  in  the  district,  as  well  as  detailed  summary  of  all  business 
transacted  since  last  regular  meeting  and  statement  of  present  condition,  the 
latter  to  include: 

(a)  Statement  of  all  loans,  rediscounts^  Investments,  and  purchases. 
(&)  All  official  correspondence  received  from  the  parent  bank. 

(3)  Committee  reports. 

(4)  Unfinished  business. 

(5)  Approval  of  report  and  recommendations  to  parent  bank  (duplicate  to  be 
sent  to  Federal  Reserve  Board). 

(6)  New  business. 

Article  II. — Discount  committee. 

Section  1.  How  constituted. — ^There  shall  be  a  discount  committee  consisting 
of  the  manager,  the  chairman  of  the  board,  and  one  director  of  the  class  ap- 
pointed by  the  parent  bank.  Such  director  shall  be  elected  by  the  board  to 
serve  for  a  period  not  to  exceed  one  month,  and  his  successors  shall  be  chosen 
in  rotation  until  each  member  of  his  class  shall  have  served  or  shall  have  been 
given  an  opportunl^  to  serve.  The  board  shall  elect  each  month  an  alternate 
for  service  on  the  discount  committee,  who  shall  be  authorized  to  act  in  the 
absence  or  disability  of  the  member  first  chosen. 

Sec  2.  Minutes. — The  discount  committee  shall  cause  to  be  kept  minutes  of 
all  meetings  held  by  it,  which  shall  be  read  and  approved  by  members  of  the 
board  at  the  next  succeeding  meeting.  A  copy  of  such  minutes  shall  be 
promptly  sent  to  the  parent  bank. 

Sec  3.  Powers, — Subject  to  the  rules  and  regulations  of  the  board  of  di- 
rectors of  the  parent  bank,  the  discount  committee  shall  be  vested  with  the 
following  powers: 

(1)  To  pass  upon  all  commercial  paper  submitted  for  discount. 

(2)  To  suggest  open-market  transactions  to  the  parent  bank. 

(3)  To  apply  through  the  Federal  reserve  bank  of  the  district  for  such 
Federal  reserve  notes  as  may  be  necessary  for  the  general  requiremnts  of  the 
branch. 

Article  III. — Officers, 

Section  1.  The  officers  to  be  chosen  by  the  board  of  directors  shall  be  a 
manager,  who  shall  be  one  of  their  number,  a  vice  manager,^  and  such  other 
officers  as  the  board  may  from  time  to  time  deem  necessary.  They  shall  hold 
office  during  the  pleasure  of  the  board. 

1  The  number  of  vice  managers  wiU  depend  upon  the  size  of  the  branch  and  tbe 
character  of  Its  work. 
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Sec.  2.  Chairman. — ^The  chairman  of  the  board  shall  be  chosen  by  the  Federal 
Bes^re  Board  from  the  directors  appointed  by  said  board.  He  shall  preside 
at  All  meetings  of  the  board.  He  shall,  together  with  the  officers  of  the  bank, 
have  supervision  of  all  credit  records  and  data  concerning  member  banks  and 
borrowers  which  may  be  compiled  from  reports  and  examinations  of  such 
banks.  All  reports  and  statements  made  to  the  parent  bank  shall  be  prepared 
under  the  general  direction  of  the  chairman  and  copies  thereof  shall  be  sent 
directly  to  the  Federal  Reserve  Board. 

Sec.  3.  Vice  chairman. — In  the  absence  or  disability  of  the  chairman,  his 
powers  shall  be  exercised  and  his  duties  performed  by  the  vice  chairman,  who 
shall  be  designated  by  the  chairman,  or  in  default  of  such  designation,  by  the 
manager,  from  the  directors  appointed  by  the  Federal  Reserve  Board. 

Sec.  4.  Manager. — The  manager  shall  have  general  charge  of  the  branch  and 
shall  preside  at  all  meetings  of  the  discount  committee,  subject,  however,  to 
8Dch  rules  and  regulations  as  may  be  Incorporated  herein  or  from  time  to  time 
promulgated  by  the  ^ard  of  directors  of  the  branch  or  of  the  parent  bank. 

In  all  cases  where  the  duties  of  subordinate  officers  and  agents  of  the  branch 
are  not  specifically  prescribed  by  the  by-laws  or  by  the  board  of  directors  of  the 
branch  or  the  parent  bank,  they  shall  be  the  duties  specified  by  and  Instructions 
of  the  manager.  The  manager  may,  with  or  without  the  advice  of  the  l)oard  of 
the  branch,  suspend  or  remove  any  employee  of  the  branch,  subject,  however, 
to  a  hearing  before  said  board. 

Sec.  5.  The  vice  manager. — In  case  of  the  absence  or  disability  of  the  man- 
ager, his  powers  shall  be  exercised  and  his  duties  discharged  by  the  vice 
manager.  In  the  absence  or  disability  of  both,  the  board  of  directors  shall, 
by  a  majority  vote  of  the  directors  present,  appoint  a  director  manager  pro  tem. 

The  vice  manager  shall  have  charge  of  all  moneys  received  and  paid  out  on 
account  of  the  branch  and  shall  examine  and  countersign  all  checks  for  the 
payment  of  money  signed  by  the  manager.  He  shall.  Jointly  with  the  manager, 
have  custody  of  all  investments  and  collateral  held  by  the  branch.  He  shall 
keep  the  minutes  of  all  board  meetings  and  of  all  committees  of  the  board. 

In  case  of  the  absence  or  disability  of  the  vice  manager,  or  whenever  occa- 
sion may  require  it,  the  manager  shall  appoint  such  director  or  employee  of  the 
branch  as  he  may  deem  proper  vice  manager  pro  tem. 

Abtiole  IV. — Information, 

SscnoN  1.  All  persons  employed  by  the  branch  shall  keep  inviolate  its  busi- 
ness affairs  and  concerns,  and  shall  not  disclose  or  divulge  the  same  to  any 
unauthorized  person  whomsoever.  Any  employee  who  shall  give  information 
contrary  to  this  by-law  shall  be  liable  to  immediate  dismissal. 

Sec.  2.  The  action  or  policy  of  the  board  shall  not  be  expressed  by  any  indi- 
vidual member,  but  by  its  duly  constituted  officers  after  formal  action  by  the 
whole  board  and  under  rules  and  regulations  prescribed  by  the  parent  bank. 

Sec.  3.  For  the  information  of  member  banks  and  the  public,  there  shall  be 
maintained  in  the  office  of  the  manager  a  bulletin  board,  upon  which  shall 
appear  the  current  rates  of  discount  established  by  the  parent  bank  and  such 
other  information  as  it  may  deem  necessary  to  publish. 

FOREIGN  branches. 

The  i)ower  to  establish  foreign  branches  is  broadly  conveyed  in  fhe  Federal 
reserve  act,  which  includes  authority  covering  not  only  the  creation  of  such 
branches,  but  also  the  establishment  of  agencies,  the  appointment  of  corre- 
spondents, etc.  The  question,  however,  whether  or  not  to  create  such  branches 
rests  upon  a  somewhat  different  basis  from  that  which  relates  to  the  establish- 
ment of  domestic  branches. 

With  reference  to  operations  in  foreign  countries  it  is  to  be  expected  that  as 
a  reserve  system  develops  these  operations  will  become  extensive  and  impor- 
tant They  should  be  fully  provided  for  by  a  plan  which  will  assure  absolute 
efficiency  in  the  handling  of  the  functions  of  reserve  banks  abroad.  That  at 
the  start  it  may  be  desirable  to  await  the  definite  organization  of  the  reserve 
institutions  Is  quite  probable,  but  before  many  months  the  management  of  the 
business  abroad  must  be  seriously  taken  in  hand.  Inasmuch  as  the  approval 
of  the  Federal  Reserve  Board  is  requisite  to  the  establishment  of  foreign 
branches,  it  is  evident  that  the  board  will  have  full  authority  in  the  matter. 

The  first  point  which  it  is  believed  calls  for  careful  consideration  is  the 
number  of  branches  of  reserve  banks  which  shall  be  independent  of  one  an- 
other.   Plainly  the  provisions  of  the  law  are  such  that  if  the  reserve  board 
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should  approve  of  such  a  course  each  and  every  one  of  the  several  reserve 
banks  might  establish  independent  branches  in  foreign  centers.  The  conceiv- 
able result  of  such  action  would  be  the  establishment  of  a  number  of  branches, 
one  to  each  reserve  bank*,  equal  to  the  number  of  reserve  banks,  in  every  im- 
portant foreign  center.  This,  It  Is  believed,  would  be  unwise.  From  the  stand- 
point of  the  foreigner  the  reserve  system  should  be  organized  as  a  unit,  while 
in  controlling  the  flow  of  specie  to  and  from  the  United  States  it  should  act  as 
a  unit  with  a  single  and  uniform  policy  and  without  competition  within  itself. 
These  requirements  should  be  fulfilled  best,  it  is  believed,  by  requiring  the 
reserve  banks  to  join  in  designating  a  common  agent  or  to  Join  in  creating  a 
joint  branch  at  each  foreign  center  where  it  is  believed  that  such  representa- 
tion is  needful  or  desired.  If  it  should  appear  that  some  of  the  reserve  banks 
do  not  care  to  have  such  representation  abroad,  their  cooperation  could  be 
waived,  the  whole  matter  being  placed  upon  a  voluntary  basis.  But  if  they 
find  that  they  want  such  representation,  then  they  should  be  required  to  co- 
operate in  establishing  and  bearing  the  expenses  of  the  branch  existing  at  the 
point  where  the  representation  is  desired.  This  naturally  necessitates  a  plan 
of  dividing  the  expenses  of  the  branches  or  agencies  abroad  between  the  Fed- 
eral reserve  banks.  It  is  recommended  that  the  following  plan  shall  be  In 
substance  followed: 

1.  Whenever  a  Federal  reserve  bank  desires  to  establish  a  branch  or  agency 
in  a  foreign  country  it  shall  make  application  to  the  Federal  Reserve  Board 
for  permission  to  do  so,  and  in  case  such  permission  Is  granted  it  shall  be 
allowed  to  establish  the  branch  or  agency  under  conditions  of  organization 
conforming  to  the  principles  laid  down  in  the  general  provisions  that  may  be 
adopted  with  regard  to  branches. 

2.  If  any  other  reserve  bank  should  subsequently  desire  to  secure  representa- 
tion in  the  same  place  at  which  such  branch  or  agency  may  already  exist  it 
shall  be  required  to  select  the  same  agent,  or  if  a  branch  has  actually  been 
established  it  shall  be  permitted  to  join  in  the  operation  of  the  branch,  bearing 
a  share  of  the  expense  dependent  upon  the  percentage  of  total  operations  under- 
taken for  its  account  as  compared  with  the  aggregate  operations  of  the  branch. 

3.  The  personnel  of  the  branch  organization  shall  continue  as  first  established 
by  the  reserve  bank  which  created  the  branch,  but  as  places  fall  vacant  they 
shall  be  filled  upon  the  nomination  of  the  reserve  bank  subsequently  joining  in 
the  operation  of  the  branch  in  a  proportion  corresponding  to  its  payment  of 
expenses. 

4.  Should  other  reserve  banks  desire  to  join  in  the  operations  of  the  branch 
they  may  do  so  upon  a  basis  of  division  of  expenses  based  upon  the  principles 
already  laid  down  above. 

5.  Should  the  Federal  reserve  banks  subsequently  desiring  representation 
(after  the  establishment  of  the  branch  by  one  such  bank)  prefer  to  have  the 
branch  already  existing  act  as  agent  for  them  they  may  do  so,  and  in  that 
event  the  reser\'e  bank  or  banks  actually  cooperating  in  the  conduct  of  the 
branch  shall  charge  for  their  services  a  sum  to  be  determined  at  the  end  of 
each  half  year  and  dependent  upon  the  proportion  borne  by  the  operations  of 
the  bank  or  banks  designating  the  branch  as  agent,  to  the  total  operations  of 
such  branch. 

6.  Whenever  a  foreign  branch  is  organized  a  specified  sum  shall  be  assigned 
to  it  as  a  basis  for  its  operations,  such  sum  to  be  determined  in  each  and  every 
case  by  consultation  between  the  Reserve  Board,  or  the  organization  committee, 
if  the  task  is  undertaken  while  the  system  is  in  its  initial  stages.  Other  reserve 
banks  which  subsequently  participate  in  the  operation  of  the  branch  shall  assign 
to  it  a  sum  of  working  capital  to  be  determined  In  the  same  way. 

7.  In  the  event  that  several  reserve  banks  desire  at  the  outset  to  join  in  the 
establishment  of  a  branch  at  a  designated  foreign  center,  the  total  working 
capital  to  be  set  apart  will  be  determined  as  above  indicated  and  shall  be  divided 
among  the  several  reserve  banks  in  proportion  to  their  capitalization. 

8.  The  accounting  records  of  each  such  foreign  branch  shall  be  the  same  as 
those  prescribed  for  domestic  branches,  except  that  the  reserve  banks  partici- 
pating in  the  operation  of  the  branch  shall  be  regarded  as  joint  partners. 

BELATIONS  BETWEEN  BANKS. 

In  discussing  the  relations  between  members  of  the  Federal  reserve  system, 
attention  must  be  devoted  to  three  phases  of  the  question : 

1.  Relations  between  the  Federal  reserve  banks  themselves. 

2.  Relations  between  member  banks  in  each  district  and  member  banks  in 
different  districta 
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3.  Belatlons  between  member  banks  and  their  own  Federal  reserve  banks. 

In  sorveying  tbese  distinct  elements  of  the  problem,  it  is  deemed  best  to  con- 
sider first  of  all  a  matter  which  involves  portions  of  the  question  referred  to 
DDder  the  first  head  above  and  of  that  referred  to  under  the  third  head.  This 
is  the  clearing  of  checks.  It  is  believed  that  the  most  Important  problem  In- 
volving these  relations  between  the  banks  in  normal  times  will  be  that  of 
clearing  the  Items  drawn  upon  the  reserve  banks  by  their  member  banks  and 
tbose  drawn  upon  the  individual  member  banks  by  their  depositors.  If  this 
clearing  procesB  is  satisfactorily  and  effectively  carried  out,  it  will  profoundly 
modi^  the  relationships  now  existing  between  banks  and  will  have  an  Im- 
portant influence  in  reshaping  the  operations  of  present  clearing  houses,  trans- 
forming nltimat^y  the  functions  of  these  clearing  houses  and  changing  the 
degree  of  their  significance  from  the  standpoint  both  of  their  members  and  of 
outside  institutions. 

CLEABING  SYSTEM. 

The  provisions  of  the  Fedeiial  reserve  act  with  respect  to  the  introduction  of 
a  system  of  clearings  are  found  in  section  16,  where  it  is  provided  that — 

**  Every  Federal  reserve  bank  shall  receive  on  deposit  at  par  from  member 
banks  or  from  Federal  reserve  banks  checks  and  drafts  drawn  upon  any  of  its 
depositors,  and  when  remitted  by  a  Federal  reserve  bank,  checks  and  drafts 
drawn  by  any  depositor  in  any  other  Federal  reserve  bank  or  member  bank 
upon  funds  to  the  credit  of  said  depositor  in  said  reserve  bank  or  member 
bank.  Nothing  herein  contained  shall  be  construed  as  prohibiting  a  member 
bank  from  charging  its  actual  expense  incurred  in  collecting  and  remitting 
Amds,  or  for  exchange  sold  to  its  patrons.  The  Federal  reserve  bank  shall,  by 
nile,  fix  the  charges  to  be  collected  by  the  member  banks  from  its  patrons 
whose  checks  are  cleared  through  the  Federal  reserve  bank  and  the  charge 
which  may  be  imposed  for  the  service  of  clearing  or  collection  rendered  by  the 
FWeral  reserve  bank. 

*'The  Federal  Reserve  Board  shall  make  and  promulgate  from  time  to  time 
i^egulationB  governing  the  transfer  of  funds  and  charges  therefor  among  Fed- 
eral reserve  banks  and  their  branches,  and*  may  at  its  discretion  exercise  the 
^mctions  of  a  clearing  house  for  such  Federal  reserve  banks,  or  may  designate 
a  Federal  reserve  bank  to  exercise  such  functions,  and  may  also  require  each 
>Qch  bank  to  ^erdse  the  functions  of  a  clearing  house  for  its  member  banka" 

It  is  evident  that  this  provision  distinctly  contemplates  two  classes  of  work : 

(a)  A  clearing  system  providing  for  the  clearing  of  items  among  member 
banks  which  are  stockholders  and  depositors  In  any  Federal  reserve  bank. 

(b)  A  clearing  system  which  shall  provide  for  clearing  the  transactions  of 
federal  reserve  banks  among  themselves. 

It  is  strongly  believed  and  recommended  that  a  complete  and  thorough  clear- 
ing system  shall  be  Inaugurated  by  every  Federal  reserve  bank  at  the  earliest 
possible  moment  consistent  with  success.  This  system  should  further  be  con- 
tinued and  extended  as  rapidly  as  is  reasonably  possible  until  It  extends  to  all 
classes  of  operations  and  provides  for  the  clearing  of  items  drawn  on  both 
iDember  and  nonmember  banks.  The  facilities  of  the  reserve  banks  should  be 
iised  both  locally  and  for  out-of-town  checks  in  the  broadest  possible  sense  and 
QDder  conditions  which  will  place  the  member  banks  upon  a  satisfactory  basis 
of  competition  with  nonmembers  while  giving  to  the  customers  of  member 
iMinks  the  advantage  of  a  system  of  par  collection  wherever  possible  and  of 
<^nection  at  cost  wherever  charge  must  be  made.  Undoubtedly  experience  will 
Bbow  some  necessary  changes  both  of  method  and  of  rates  of  charge  from  the 
plan  herewitli  recommended,  but  it  is  believed  that  the  basis  of  a  satisfactory 
system  is  herewith  afTorded  and  that  no  material  alterations  will  be  subse- 
quently necessary.  Having  In  mind  the  fact  that  the  banks  can  not  perform 
their  full  functions  in  this  respect  at  the  very  outset,  it  is,  however,  recom- 
niended  that  they  start  only  with  a  partial  system  of  clearings,  subsequently 
extending  this  as  they  become  able  to  do  so. 

An  analysis  of  the  law  shows  that  it  is  the  Intent  to  readjust  the  domestic 
exchange  machinery  of  the  present  banking  system  to  conform  with  practices 
ftnd  regulations  that  the  experience  of  clearing  houses  have  demonstrated  to 
be  the  most  Sclent  Therefore,  in  drawing  up  forms  and  regulations  to 
Sovem  the  operations  of  the  Federal  reserve  banks,  the  policy  should  be  to 
adopt  BO  far  as  possible  clearing-house  principles  as  a  model.  Wherever,  in 
the  plan  to  be  proposed,  it  may  seem  at  first  glance  that  a  proposed  method 
of  procedure  is  not  specifically  authorised  in  the  bill,  the  warrant  for  such 
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proposition  is  contained  in  the  phrase  ''functions  of  a  (bearing  house^**  and 
nothing  herein  suggested  will  be  found  to  do  violence  either  to  clearing-house 
principles  or  practices. 

It  is  one  of  the  primary  functions  of  banking  and  the  purpose  of  all  clearing 
houses  to  make  full  use  of  the  "clearing  principle/'  which  Is  the  offsettini^ 
of  debits  with  credits,  to  oiTect  settlements  by  book  transfers,  and  to  use  such 
credit  instruments  as  checks  and  drafts,  thus  reducing  to  a  minimum  the 
handling  of  actual  currency.  The  primary  object  of  the  plan  here  presented 
is  to  use  the  machinery  of  the  Federal  reserve  system  to  make  the  enormous 
domestic  exchange  business  of  the  counti*y  clear  itself,  the  balances  of  the 
entire  nation  belug  finally  focused  and  cleared  by  a  simple  operation  on  the 
books  of  the  Federal  reserve  clearing  house. 

Bach  Federal  reserve  bank  should  be  governed  by  uniform  regulations  with 
respect  to  domestic  exchange  functions,  since  each  such  bank  is  a  part  of  the 
whole  system  of  clearing.  These  regulations  apply  to  forms,  advices,  accounting 
systems,  and  organization  of  departments,  and  conform  to  the  rules  applied  by 
all  well-conducted  clearing-house  associations.  They  will  be  grouped  for  con- 
venience of  treatment  into  three  dividons : 

(1)  The  relations  between  the  Federal  reserve  banks  and  the  member  banks 
in  the  same  city. 

(2)  The  relations  between  the  Federal  reserve  banks  and  their  members 
outside  the  city. 

(3)  The  relations  between  the  Federal  reserve  banks  themselves. 

BEXJkTIONS    BETWEEN    THE   FEDEBAL   BESEBVE   BANKS    AND   THEIB    MEMBEBB    IN    THE 

SAME  CITY. 

The  Federal  reserve  banks  may,  if  thought  best,  cooperate  with  the  other 
banks  of  cities  where  they  may  be  located,  first,  by  joining  the  local  clearing 
house,  and,  second,  by  providing  a  means  of  settlement  of  clearing-house 
balances  through  book  transfers. 

Several  points  are  open  to  discussion  in  connection  with  plans  or  regulations 
governing  the  relations  between  the  Federal  reserve  banks  and  their  members 
located  in  the  same  city.  The  logical  development  of  the  reserve  banks  will 
ultimately  result  in  their  assuming  the  functions  of  a  clearing  house,  but  In 
view  of  the  policy  not  to  interfere  unnecessarily  with  present  practices  and 
also  on  account  of  the  fact  that  nearly  all  clearing  houses  are  composed  partly 
of  nonmember  banks,  It  is  recommended  that  the  Federal  reserve  banks  shall 
not  accept  local  member  checks  on  deposit,  provided  such  checks  are  payable 
through  the  clearing  house,  until  such  time  as  it  will  be  possible  for  the  bank 
to  assume  all  the  functions  of  the  local  clearing  house. 

The  Federal  reserve  banks  will  present  checks  on  outside  member  banks  and 
outlying  local  member  banks  through  the  mails,  but  it  would  be  more  ec(Niomi- 
cal  and  convenient  to  present  city  member  checks  through  the  clearing  house. 
A  question  here  arises  as  to  whether  the  Federal  reserve  banks  should  be 
members  "  both  sides,"  that  is,  receiving,  as  well  as  presenting,  checks  at  the 
clearing  house.  Were  the  existence  of  clearing  houses  where  the  Federal 
reserve  banks  are  located  to  be  considered  permanent,  or  were  all  the  members 
of  the  clearing  house  certain  to  be  members  of  the  system,  then  it  would  seem 
wise  to  recommend  that  the  reserve  banks  should  "out-clear"  only,  but,  the 
facts  being  otherwise,  local  members  should  be  permitted  either  to  deposit 
drafts  on  the  Federal  reserve  banks  or  to  present  them  through  the  clearing 
house.  As  to  the  deposits  of  member  checks  by  local  banks,  it  is  recommended 
that  a  time  limit  be  set  by  each  Federal  reserve  bank,  say  at  2  p.  m.,  after 
which  no  items  of  less  than  $1,000  of  any  kind  would  be  accepted  on  deposit. 
This  jrule  will  be  found  necessary  to  prevent  the  clogging  of  the  internal  ma- 
chinery of  the  banks,  which  would  delay  the  outgoing  mail.  Experience  In 
large  city  banks  has  demonstrated  that  it  is  much  easier  to  handle  large  vol- 
umes of  checl(s  if  they  come  in  early  in  the  day,  because  a  given  number  of 
checks  can  be  handled  with  much  less  labor  and  chance  of  error  If  received 
within  a  fixed  time  limit  than  the  same  number  of  items  can  be  handled  when 
spread  over  a  longer  period.  The  bulk  of  all  checks  received  by  business  men 
come  by  morning  mails,  and  the  individual  depositors  In  member  banks  can  be 
gradually  educated  to  make  their  deposits  early. 

The  settlement  of  balances  resulting  from  clearing-house  exchanges  must  be 
adjusted  to  conform  with  the  fact  that  all  members  of  clearing  houses  will  not 
be  members  of  the  Federal  reserve  ^stem.  Settlement  may  be  effected  by  cue 
of  the  following  methods : 
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1.  Debtor  banks  will  give  their  drafts  on  the  Federal  reserve  banks  to  the 
manager  of  tbe  clearing  bouse,  nonmember  debtor  banks  paying  to  the  man- 
ager funds  acceptable  for  deposit  with  the  reserve  banks.  The  manager  of  the 
clearing  house  would  then  deposit  the  drafts  with  the  reserve  bank.  The  re- 
serve bank  would  credit  such  deposits  to  a  "clearing  account,"  which  would 
be  subject  to  the  manager's  check  in  favor  of  creditor  banks.  The  rule  should 
be  laid  down  that  drafts  on  the  Federal  reserve  bank  given  to  member  creditor 
banks  should  be  deposited  and  not  cleared  through  the  next  exchange. 

2.  Assuming  that  all  clearing-house  banks  are  members  of  the  system,  the 
manager  of  the  clearing  house  will  present  to  the  Federal  reserve  agent  a 
memorandnm  showing  debtor  and  creditor  balances,  which  may  then  be  settled 
by  a  transfer  on  the  books  of  the  Federal  reserve  bank. 

If  it  should  occur  in  any  city  that  all  the  banks  are  members  only  of  the  clear- 
ing faonse  and  of  the  Federal  reserve  system,  and  the  clearing  house  be  con- 
tinued, it  would  be  practicable  to  have  the  Federal  reserve  bank  "outclear" 
only. 

The  relationship,  therefore,  between  the  Federal  reserve  banks  and  members 
in  the  same  city  may  be  said  to  be  a  local  problem  which  may  be  adjusted  along 
the  broad  lines  here  suggested  without  in  anyway  interfering  with  the  policy 
of  uniformity  in  the  essential  features  of  regulation  affecting  the  clearing 
functions  of  reserve  banks. 

In  general  matters  the  regulations  covering  the  accounts  of  member  banks 
will  apply  to  city  members  as  well  as  country  members. 

THE  RELATIONS   BETWEEN   THE  FEDEBAL  BESEBVE  BANKS  AND  THEIB  IfEMBEBS  OUT- 
SIDE THE  oiry. 


The  deposit  section  of  the  Federal  reserve  act  provides  that — 
"Any  Federal  reserve  bank  may  receive  from  any  of  its  member  banks  and 
from  the  United  States  deposits  of  current  funds  in  lawful  money,  national- 
bank  notes.  Federal  reserve  notes,  or  checks  and  drafts  upon  solvent  member 
bunks  payable  upon  presentation.    ♦    •    ♦ »» 

Under  this  provision  the  following  elements  of  the  deposit  process  will  be  as 
follows : 

1.  Lawful  money,  national-bank  notes,  and  Federal  reserve  notes  are  to  be 
deposited  as  such  deposits  are  now  made  in  banks — that  is,  using  a  regular  de- 
posit Blip  bearing  the  name  and  number  of  the  member  bank  and  the  items  to 
be  separated  as  to  kind  of  money  deposited.  No  checks  are  to  be  enclosed  with 
deposits  of  money. 

2.  In  receiving  checks  on  deposit  the  Federal  reserve  banks  assume  a  service 
for  tbeir  members  which,  unless  it  is  properly  controlled  and  regulated,  will 
result  in  a  serious  burden  and  will  tax  the  resources  of  the  reserve  banks  to 
the  utmost.  Care  must  be  taken  that  the  work  be  reduced  to  a  minimum  and 
that  the  member  banks  relieve  the  reserve  banks  as  far  as  is  practicable. 

3.  A  uniform  letter  of  remittance  or  deposit  should  be  used  throughout 
Member  banks  will  divide  the  items  deposited  into  those  payable  by  the  Fed- 
eral reserve  banks  and  those  payable  by  other  banks  in  the  city  where  the 
reserve  bank  is  located.  These  items  may  be  placed  on  one  sheet  or  letter  in 
separate  totals.  A  different  sheet  or  letter  must  be  used  for  each  State  within 
the  region  or  district,  and  as  the  number  of  members  increases  such  States 
may  be  redivided  in  accordance  with  the  regulations  of  each  reserve  bank. 

4.  Items  payable  in  other  Federal  reserve  districts  will  be  separated  into 
two  totals,  "  Inside "  and  "  outside,"  and  the  outside  items  will  be  grouped 
as  to  States,  although  a  single  total  will  be  accepted,  and  such  "  outside  **  items 
may  be  placed  on  a  single  remittance  sheet. 

5.  With  each  deposit  of  checks  from  member  banks  there  is  to  be  inclosed 
a  summary  sheet  giving  the  total  of  each  separate  sheet  or  division,  with  a 
grand  total  or  footing. 

6.  Opposite  each  item  in  the  entire  deposit  the  member  bank  should  desig- 
nate the  place  payable,  preferably  by  number.  Special  instructions,  such  as 
"  no  protest,"  **  wire  nonpayment."  etc.,  should  be  covered  by  an  official  tag  or 
slip,  which  is  to  be  securely  fastened  to  the  Item,  and  no  confirmation  of  such 
instructions  shall  be  required  to  be  written  on  the  letter.  A  distinctive  mark 
or  symbol  should  also  be  stamped  upon  each  such  check. 

7.  I3ach  item  deposited  shall  be  indorsed  by  the  member  bank  with  a  rubber 
stamp  which  shall  l>ear  the  name  of  the  Fedefal  reserve  bank  through  which 
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the  items  are  cleared,  the  date  received  by  the  Federal  reserve  bank,  and  the 

name  and  number  of  the  member  bank.    This  stamp,  when  used  by  the  member 

bank,  shall  be  considered  to  guarantee  all  previous  indorsements  and  Bhall  read 

as  follows: 

Cleared  through 

The  Federal  Reserve  Bank  of  N.  T. 

August  1,  1914. 

First  National  Bank, 

50-36     Syracuse,  N.  Y.     50-36 

8.  All  items  deposited  by  member  banks  with  Federal  reserve  banks  should 
become  "reserve"  only  after  they  have  been  collected — ^that  is,  placed  in  the 
possession  of  the  paying  bank,  and  thus  chargeable  to  the  account  of  the 
drawer.     They  may  be  charged  by  member  banks  into  the  general  ledger  item 

"Due  from  Federal  Reserve  Bank  of "  the  day  they  are  mailed,  bat 

a  memorandum  account  should  be  carried  by  the  member  banl^,  in  which  this 
item  is  to  be  divided  into  "transit  account"  and  "reserve  account."  Each 
member  bank  shall  be  furnished  a  time  schedule  and  In  connection  therewith 
shall  operate  a  book  which  may  be  designated  the  "  Reserve  maturity  tickler." 
In  accordance  with  the  time  schedule,  the  member  banks  will  post  the  detail 
amounts  according  to  the  divisions  mentioned  under  the  dates  when  such  checks 
may  be  credited  to  "  transit  a/c  "  and  charged  to  "  reserve  a/c."  These  dates 
in  every  case  will  be  based  on  the  receipt  of  the  items  at  the  place  of  pasrment. 

An  alternative  plan  differing  in  theory  as  applied  to  reserves,  but  more 
practical  and  simple  in  operation,  may  be  considered  as  follows:  The  Federal 
reserve  banks  will  charge  member  checks  against  the  balance  of  such  members 
upon  the  day  forwarded.  This  would  reduce  the  amount  of  bookkeeping  nee* 
essary  and  would  simplify  the  time  schedule  by  more  than  one-half.  On  the 
other  hand,  member  banks  would  be  apt  to  object  to  having  their  reserves 
thus  depleted  without  their  knowledge.  This  objection  could  be  met  by  a  con- 
cession which  would  further  reduce  the  accounting — that  is,  by  allowing  member 
banks  to  use  all  checks  on  members  of  the  same  district  as  reserve  the  day 
forwarded  to  the  Federal  reserve  bank,  as  is  now  permitted  in  mnking  remit- 
tances to  reserve  agents. 

It  is  desirable  that  drafts  on  Federal  reserve  banks  should  be  acceptable 
without  question  in  all  districta  It  may  be  suggested,  therefore,  that  such 
drafts  be  deposited  in  a  separate  total,  together  with  drafts  payable  by  the 
reserve  bank  where  deposited,  to  be  counted  as  reserve  by  the  member  bank 
once,  or  if  the  alternative  plan  outlined  in  the  preceding  paragraph  is  adopted, 
drafts  on  all  Federal  reserve  banks  could  be  Included  in  the  totals  of  checks  on 
other  members  of  the  same  district. 

The  Federal  reserve  bank  will  credit  the  account  of  the  member  banks  on 
day  of  receipt  of  the  items,  such  account  to  be  subject  to  draft.  The  reserve 
bank  in  turn  will  use  a  time  schedule  corresponding  to  the  one  used  by  mem- 
ber banks,  and  similarly  the  reserve  bank  will  charge  transit  account,  crediting 
such  account  and  charging  other  reserve  banks  as  hereafter  provided.  If  any 
member  bank  should  draw  below  its  collected  funds,  such  drafts  should  be 
subject  to  a  charge  based  upon,  but  higher  than,  the  current  discount  rate  of 
interest. 

In  section  19  the  act  provides  that  member  banks  may  check  against  their 
reserve  balances  with  reserve  banks  "  subject  to  such  penalties  as  may  be  pre- 
scribed  by  the  Federal  Reserve  Board,"  but  it  ^ould  be  better  banking  to  in- 
duce them  to  restore  their  reserves  through  rediscounts. 

The  Federal  reserve  banks  will  receive  items  on  deposit  until  2  p.  m.  each 
day.  After  2  p.  m.  and  until  3  p.  m.  items  of  $1,000  and  over  only,  and  after  8 
p.  m.  until  3.30  p.  m.  items  over  $10,000  only,  after  which  all  items  received 
will  be  held  over  until  the  following  day  and  the  member  bank  so  notified. 

The  time  of  day  and  amounts  here  specified  need  not  be  uniform  for  each 
reserve  bank,  but  should  be  regulated  by  each  such  bank  in  accordance  with 
local  customs  and  geographical  position  with  respect  to  transportation  and 
mail  facilitie& 

At  the  close  of  the  day's  business  all  checks  on  member  banks  will  be  for- 
warded to  the  member  banks,  the  letter  bearing  opposite  each  amount  the 
indorsement  record  of  the  depositing  bank.  These  remittances  will  be  charged 
by  the  reserve  banks  in  "  transit  account"  On  the  following  day,  or  the  day 
of  receipt  by  the  member  banks,  the  accounts  of  the  member  banks  will  be 
charged  and  "  transit  .account "  will  be  credited. 
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Attached  to  each  letter  from  the  reserve  bank  will  be  a  perforated  slip 
bearing  the  total  of  the  inclosnre,  to  be  used  as  an  acknowledgment  of  receipt. 
The  slip  will  read : 

"  We  credit  you  $ checks  on  this  bank  received  to-day. 

"  ( Signed ) ,  Cashier." 

It  items  are  unpaid  they  are  to  be  returned  direct  by  the  member  upon  whom 
drawn  to  the  member  making  the  deposit  with  the  Federal  reserve  bank  first 
receiving  them,  and  upon  receipt  of  advice  the  Federal  reserve  bank  will  credit 
the  member  bank  the  amounts  of  such  checks  returned  direct  and  charge  the 
accounts  of  members  to  whom  the  items  have  been  returned.  If  such  unpaid 
items  have  been  received  by  the  reserve  banks  from  other  reserve  banks  they 
will  be  returned  direct  in  the  same  way  and  adjustment  made  between  the 
reserve  banks  as  hereafter  provided.  Unpaid  items  which  have  been  deposited 
by  the  United  States  Government  or  any  of  its  agents  will,  however,  be  returned 
in  every  case  to  the  reserve  banks  by  the  member  banks. 

Member  banks  should  be  encouraged  to  make  use  of  the  Federal  reserve  banks 
to  effect  settlement  with  one  another  through  book  transfers.  The  reserve 
banks  should  perform  such  service  as  between  its  own  members  at  par,  since 
it  avoids  the  use  of  drafts,  and  also  does  not  reduce  the  loanable  funds  of  the 
reserve  bank.  Transfer  of  funds  by  members  for  the  credit  of  members  of 
other  districts  may  also  be  easily  arranged,  and  the  charges  therefor  will  be 
discussed  under  a  separate  heading  in  this  report 

Reserve  banks  will  also  send  to  member  banks  for  collection  notes,  accept- 
ances, and  such  paper  as  is  usually  classified  as  "  time  items,"  representing  the 
matured  loans  and  discounts  of  the  Federal  reserve  banks,  such  items,  if 
unpaid,  to  be  returned  by  member  banks  to  the  Federal  reserve  bank  owner, 
with  proper  advices. 

At  the  close  of  each  day's  business  the  Federal  reserve  banks  will  mall  a 
statement  of  the  day's  transactions  to  each  member  bank  other  than  which  no 
acknowledgment  of  receipt  of  items,  etc.,  will  be  required.  At  regular  in- 
tervals the  balance  shown  by  such  statement  as  of  a  certain  day  will  be  rec- 
onciled by  the  member  bank  and  a  report  made  to  the  reserve  bank. 

BELATIONS   BETWEEN    THE    FEDERAL   BESEBVE   BANKS. 

•*•  •  •  or  solely  for  exchange  purposes  (any  Federal  reserve  bank), 
may  receive  from  other  Federal  reserve  banks  deposits  of  current  funds  in 
lawful  money,  national-bank  notes,  or  checks  and  drafts  upon  solvent  member 
or  otitier  Federal  reserve  banks,  payable  upon  presentation. 

"  Every  Federal  reserve  bank  shall  receive  on  deposit  at  par  from  member 
banks  or  from  Federal  reserve  banks  checks  and  drafts  drawn  upon  any  of 
Its  depositors,  and  when  remitted  by  a  Federal  reserve  bank,  checks  and  drafts 
drawn  by  any  depositor  in  any  other  Federal  reserve  bank  or  member  banJc 
upon  funds  to  the  credit  of  said  depositor  in  said  reserve  bank  or  member 
bank." 

As  between  the  reserve  banks,  there  wlU  be  five  different  kinds  of  transac- 
tiona  (1)  The  exchange  of  checks  for  collection  payable  in  their  respective 
districts,  and  also  the  exchange  of  checks  and  drafts  on  one  another.  (2)  The 
transfer  of  funds  deposited  by  the  member  of  one  bank  to  the  credit  of  a 
member  of  another  bank.  (3)  The  deposit  of  Federal  reserve  notes  for  re- 
demption or  credit  as  provided  in  the  act  — 

**  Whenever  Federal  reserve  notes  issued  through  one  Federal  reserve  bank 
shall  be  received  by  another  Federal  reserve  bank,  they  shall  be  promptly  re- 
turned for  credit  or  redemption  to  the  Federal  reserve  bank  through  which  they 
were  originally  issued." 

(4)  The  deposit  of  other  funds,  such  as  national-bank  notes  or  lawful  money 
which  the  Federal  reserve  banks  are  permitted  to  deposit  with  one  another  for 
exchange  purposes.  Such  shipments  should  be  subject  to  the  request  of  the 
Federal  reserve  bank  receiving  the  deposit.  (5)  The  collection  of  notes,  drafts, 
and  acceptances  for  rediscount,  as  provided  in  section  13,  which  may  be  payable 
in  a  district  other  than  where  redlscounted. 

Checks  remitted  by  one  Federal  reserve  bank  to  another  should  be  divided  as 
to  inside  and  outside  items,  the  outside  items  being  further  divided  as  to 
States,  or  such  other  division  as  has  been  provided  for  the  member  banks  de- 
positing with  Federal  reserve  banks.  They  need  not  be  indorsed  by  the  Federal 
reserve  bank  remitting  or  by  the  reserve  bank  receiving  them. 
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Each  Federal  reserve  bank  will  carry  a  single  account  with  every  other  re- 
serve bank.  Using  the  time  schedule  mentioned  previously,  charges  and  credits 
of  check  remittances  will  be  made  simultaneously. 

Remittances  of  Federal  reserve  notes  will  not  be  charged  in  transit  account, 
but  will  be  carried  in  the  general  ledger  item,  "  Notes  of  other  Federal  reserve 
banks,"  until  the  date  of  receipt  by  the  bank  to  whom  sent.  Remittances  of 
lawful  money,  national-bank  notes,  etc.,  to  be  sent  only  upon  request,  will  be 
charged  to  the  reserve  bank  to  whom  sent  on  the  date  of  shipment,  and  will  be 
carried  as  an  asset  of  such  bank  among  its  other  cash  items. 

Time  items  will  be  forwarded  a  sufficient  time  before  maturity  and  will  be 
charged  and  credited  on  date  due. 

Transfers  for  member  banks,  if  made  by  mail,  should  be  charged  and  cred- 
ited on  day  of  receipt  of  notice.  If  made  by  wire  the  entries  should  be  made 
on  day  of  such  advice.  No  such  transfers  should  be  made  by  wire  or  mail  after 
3  pu  m.,  and  In  the  event  of  differences  of  time  between  banks  the  time  used 
by  the  bank  that  is  the  farthest  east  should  govern. 

The  original  figures  of  every  transaction  of  whatever  nature  between  Federal 
reserve  banks  should  be  considered  to  be  correct,  and  the  original  entries  should 
not  be  changed  by  either  the  bank  charging  or  the  bank  crediting.  Allowances 
for  errors,  returned  items,  etc.,  and  all  changes  in  the  account  between  any  two 
banks  should  be  adjusted  by  mail.  The  accounts  between  any  two  Federal 
reserve  banks  will  thus  automatically  reconcile,  provided  there  has  been  no 
delay  in  the  mails.  To  provide  against  such  a  contingency,  it  is  proposed  that 
if  any  reserve  bank  fails  to  receive  the  regular  daily  letter  from  any  other 
reserve  bank  by  2  p.  m.  a  telegraphic  advice  be  sent  to  the  forwarding  bank, 
which  would  then  def^  the  usual  charge  until  the  following  day. 

FEDERAL  BESEBVE  CLEABINO  HOUSE. 

To  settle  the  balances  between  reserve  banks  growing  out  of  these  various 
transactions,  a  clearing  house  is  suggested,  as  provided  in  the  act  in  the  clause 
which  specifies  that  "The  Federal  Reserve  Board  ♦  ♦  ♦  may  at  its  dis- 
cretion exercise  the  functions  of  a  clearing  house  for  such  Federal  reserve 

banks  or  may  designate  a  Federal  reserve  bank  to  exercise  such  functions. 

*    *    « *> 

If  one  of  the  Federal  reserve  banks  should  be  chosen  as  a  clearing  house, 
for  convenience  of  location  it  might  be  the  Chicago  bank;  but  this  function 
of  clearing  would  be  better  assumed  by  the  Federal  Reserve  Board.  For  many 
reasons  it  would  be  well  to  establish  the  clearing  house  at  the  National  Capi- 
tal. Since  each  reserve  bank  will  carry  a  single  account  with  every  other 
reserve  bank,  subject  to  simultaneous  debit  and  credit,  the  bulk  of  the  inter- 
change of  business  will  clear  itself.  Balances  will  arise  partly  on.  account  of 
the  seasonal  changes  which  will  alter  the  debit  and  credit  relationship  between 
the  districts  and  partly  on  account  of  the  fact  that  membership  in  the  system 
will  not  be  proportionately  equal  as  between  national  and  State  banks  in 
different  regions. 

The  plan  herewith  proposed  is  based  upon  the  requirement  that  each  Federal 
reserve  bank  deposit  with  the  Federal  Reserve  Board  clearing  house  all  of  its 
gold  beyond  that  which  will  be  sufficient  to  take  care  of  local  needs.  This 
gold  deposit,  carried  on  the  books  of  each  reserve  bank  in  a  separate  item  as 
a  part  of  its  reserve  funds,  can  be  used  in  either  of  two  ways  or  in  a  combina- 
tion of  them  to  effect  settlement  which  will  be  explained  later.  Settlement  need 
not  be  ma^e  between  reserve  banks  oftener  than  weekly,  since  to  require  dally 
settlement  might  prevent  the  operation  of  the  natural  clearing  effected  by  the 
interchange  of  ordinary  business  transactions.  Therefore  at  the  close  of  busi- 
ness on  each  Thursday  each  reserve  bank  should  wire  the  clearing  house  the 
amount  of  the  balance  and  should  state  whether  debit  or  credit  relations  exist 
between  it  and  other  reserve  banks.  Allowing  one  day,  Friday,  for  adjustment 
of  any  differences  in  the  advices  received,  the  clearing  would  be  effected  on 
Saturday.  How  this  shall  be  done  depends  upon  a  consideration  of  the  fol- 
lowing possibilities: 

The  gold  deposited  with  the  clearing  house  may  be  credited  upon  a  simple 
set  of  books  to  each  bank  so  depositing.  Clearing  would  then  be  effected  by  a 
charge  and  credit  on  the  books  and  advice  would  be  made  to  the  reserve  banks. 
This  is  the  simple  plan,  but  it  has  one  apparent  disadvantage  in  that  the  banks 
would  have  no  tangible  evidence  of  the  ownership  of  the  gold  other  than  a  book 
credit.    Consideration  might,  therefore,  be  given  a  plan  of  issuing  certificates 
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in  lazge  denominations  against  the  proposed  gold  deposits  as  clearing  house 
currency  certificates  are  now  issued.  Upon  the  direction  of  the  Federal  clearing 
honse,  the  debtor  reserve  banks  would  mail  these  certificates  to  the  creditor 
banks  to  pay  balances.  These  two  plans  might  be  combined  so  that,  although 
the  clearing  of  balances  would  be  effected  by  book  transfers  of  gold  at  the 
Federal  clearing  house,  the  debtor  banks  could  anticipate  this  settlement  by 
mailing  certificates  to  creditor  banks  prior  to  the  day  of  settlement.  Both  these 
plans,  however,  seem  less  effective  and  more  cumbersome  than  the  first  plan. 
Very  little  (If  any)  gold  would  ever  need  to  be  transferred  between  the  reserve 
banks,  and  such  operations  would  be  limited  to  transactions  between  the  banks 
and  the  clearing  house.  The  banks,  in  turn,  would  be  able  to  loan  or  borrow, 
boy,  or  sell  gold  in  dealing  with  each  other,  and  the  transactions  would  be 
arranged  through  book  transfers  at  Washington. 

It  is  recommended  that  the  official  who  may  act  for  the  Federal  Reserve 
Board  as  supervisor  of  the  clearing  functions  of  the  system  act  also  as  the 
manager  of  the  Federal  reserve  clearing  house  and  bear  the  same  relation  to 
the  reserve  banks  that  the  manager^  of  any  clearing  house  does  to  the  members 
of  a  city  clearing  house.  In  addition  to  the  supervision  and  control  over  the 
entire  machinery  of  domestic  exchange,  he  should  provide  for  its  development 
along  lines  hereafter  suggested. 

CHABQES  FOB  COLLECTION. 

The  Federal  reserve  act  provides  in  section  16  that — 

**  The  Federal  Reserve  Board  shall,  by  rule,  fix  the  charges  to  be  collected  by 
the  member  banks  from  its  patrons  whose  checks  are  cleared  through  the 
Federal  reserve  bank  and  the  charge  which  may  be  imposed  for  the  service  of 
clearing  or  collection  rendered  by  the  Federal  reserve  bank. 

"  The  Federal  Reserve  Board  shall  make  and  promulgate  from  time  to  time 
regulations  governing  the  transfer  of  funds  and  charges  therefor  among  Federal 
reserve  banks  and  their  branches.    ♦    ♦   ♦  •» 

It  must  be  borne  in  mind  that  the  banking  power  of  the  United  States  will 
divide  more  sharply  than  it  has  ever  done  before  into  two  groups — ^members 
and  nonmembers.  It  is  the  intent  of  the  act  itself  to  bring  nonmembers  into 
the  system.  But  so  long  as  there  is  any  considerable  body  of  nonmember 
banksi,  the  two  groups  will  of  necessity  be  in  competition  with  one  another, 
producing  two  parallel  clearing  systems,  The  organization  of  the  domestic 
exchange  machinery  of  the  new  system  thus  takes  on  a  double  aspect.  On  the 
one  hand.  Federal  reserve  banks  and  their  members  must  be  prepared  to  meet 
a  competition  on  the  part  of  nonmembers ;  but,  on  the  other  hand,  the  domestic 
exchange  business  of  the  Federal  reserve  system  must  be  so  arranged  as  to 
offer  constant  inducements  to  nonmembers  to  enter  the  system.  At  the  same 
time  members  must  find  it  more  profitable  to  use  the  Federal  reserve  system 
than  to  make  collections  as  at  present.  The  situation  is  more  complex  when 
it  is  taken  into  consideration  that  meml)er  banks  are  in  a  position  to  deal  on 
favoral)le  terms  either  with  the  Federal  reserve  banks  and  their  members  or 
with  nonmembers. 

All  charges  contemplated  in  the  act  should  be  based  on  actual  costs,  and  it 
should  not  be  the  policy  of  the  Federal  Reserve  Board,  nor  of  the  reserve  banks, 
to  assess  these  charges  against  member  banks  upon  a  basis  that  would  yield  a 
profit  All  costs  should  be  placed  against  members  for  whom  service  is  ren- 
dered as  hereafter  provided.  The  costs  would  include  overhead  charges,  clerical 
hire,  including  that  of  department  management,  stationery,  postage,  and  equip- 
ment depreciation.  In  addition,  all  similar  expense  incidental  to  the  main- 
tenance and  operation  of  the  Federal  clearing  house  will  be  assessed  against 
the  resene  banks,  which  charge  will,  in  turn,  be  added  by  each  reserve  bank  as 
a  part  of  its  clearing  expense. 

It  should  be  the  duty  of  the  compilation  department  of  each  reserve  bank  to 
keep  an  accurate  monthly  record  of  the  costs  herein  mentioned  incidental  to  the 
clearing  of  all  checks.  A  record  of  the  amount  and  number  of  checks  and 
drafts  charged  against  the  account  of  each  member  should  be  kept  by  each 
reserve  bank,  and  an  additional  record  of  the  amount  of  the  items  payable  in 
other  districts  deposited  for  credit  and  trlearing  by  member  banks.  The  total 
monthly  cost  should  then  be  divided  between  these  two  amounts  in  proper  pro- 
portion, l^e  number  of  items  making  up  the  amount  payable  outside  the  dis- 
trict being  estimated  upon  the  basis  of  the  figures  of  the  number  of  checks 
divided  into  the  total  amount  charged  against  members*  balances.    The  cost  of 
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handling  checks  charged  against  members'  balances  should  then  be  charged 
monthly  to  the  accounts  of  such  members,  and  should  be  based  one-half  per 
hundred  of  items  and  one-half  per  thousand  dollars.  The  cost  of  handling 
checks  on  other  districts  should  be  similarly  prorated  and  charged  against 
members  depositing  such  checks. 

Each  reserve  bank  should  be  required  to  send  a  monthly  statement  to  the 
Federal  reserve  clearing  house,  showing  total  amount  that  has  been  charged 
against  it  by  all  other  reserve  banks  during  the  previous  month.  The  clearing 
house  would  then  assess  the  costs  of  operation  upon  reserve  banks  in  propor- 
tion to  such  amounts.  Eiach  reserve  bank  should  calculate  the  proportlou  of 
this  clearing-house  cost  chargeable  to  check  and  transfer-for-members  debits, 
and  this  cost  should  then  be  apportioned  and  charged  to  members  per  thousand 
dollars  of  checks  charged  to  their  accounts  or  transfers  made  for  them.  Simi- 
larly the  proportion  of  the  cost  of  shipping  gold  to  the  clearing  house  charge- 
able to  check  and  member  transfer  debits  should  be  added  by  each  reserve  bank 
to  the  clearing-house  cost  which  Is  to  be  charged  to  members.  Elscept  for  the 
charge  for  telegraphing  when  such  transfers  are  requested,  there  should  be  no 
further  charge  against  members  for  the  transfer  of  funds.  Accounts  of  the 
United  States  Government  or  any  of  its  disbursing  agents  should  be  subject 
to  the  same  basis  and  method  of  clearing  charges  as  applied  to  member  banks- 

In  addition  to  the  charges  above  provided,  a  scale  of  fines  should  be  arranged 
applicable  to  members  making  errors  in  their  deposits.  The  purpose  of  such 
fines  is  to  place  the  cost  of  locating  errors  against  the  member  making  the 
error,  and  the  income.  If  any,  derived  from  this  source  should  be  deducted 
from  the  total  operating  cost.    The  scale  should  cover  the  following: 

Error  in  listing  or  addition $1.00 

Error  in  recapitulation  sheet 1.00 

Items  missorted,  including  items  not  receivable,  each .  50 

Checks  listed  but  not  inclosed,  or  inclosed  but  not  listed,  each 2.00 

Items  not  indorsed,  each .50 

CHABGES   BY   MEMBER  BANKS. 

The  policy  of  limiting  charges  by  member  banks  against  their  patrons  to 
actual  expenses  incurred  is  clearly  indicated  in  the  bill.  Therefore  the  rate 
which  the  Federal  B.eaerve  Board  is  to  fix  for  the  member  banks  to  charge  for 
their  pa  trends  checks  which  are  cleared  through  the  reserve  banks  should  be 
based  on  the  costs  as  outlined  and  hereinbefore  provided.  Checks  payable  out- 
side the  district  may  be  made  subject  to  a  charge  by  the  member  banks  against 
the  indorsers. 

Checks  drawn  by  depositors  and  'barged  against  the  member  banks'  accounts 
by  the  reserve  banks  may  be  made  subject  to  a  charge  against  the  makers  of 
the  checks.  In  each  case  the  Federal  Reserve  Board  should  base  the  rate  on 
charges  made  by  the  reserve  banks,  both  for  district  and  other  Items,  and  an 
additional  amount  to  cover  a  similar  cost  entailed  by  the  member  bank  as  to 
overhead  charges,  stationery,  etc.  This,  rate,  which  may  be  made  dependent  on 
the  amount  of  the  checks  only,  shall  be  considered  to  be  the  maximum  rate 
which  the  member  bank  may  be  permitted  to  charge  under  the  act,  but  it  is 
recommended  that  the  words  in  section  16,  page  19,  line  46,  "  to  be  collected," 
be,  by  rule,  construed  to  mean  "may  be  collected."  Otherwise  depositors  in 
member  banks  would  withdraw  their  deposits  and  place  them  with  nonmembers 
not  required  to  make  such  charges. 

Charges  should  be  made  by  the  reserve  banks  against  member  banks  as  near 
as  possible  to  the  1st  of  each  month  covering  the  costs  of  the  preceding  month. 
The  charges  that  are  to  be  made  by  member  banks  against  their  patrons  should 
be  based,  as  provided,  on  the  original  costs;  but  they  should  be  at  rates  fixed 
annually  to  cover  such  charges  with  sufficient  margin  only  to  allow  for  slight 
monthly  variations.  Every  member  bank  should  be  permitted  to  make  its  own 
charges  against  depositors  who  draw  against  uncollected  funds,  or  against  non- 
depositors  for  cashing  or  collecting  checks  and  drafta  Charges  provided  in  the 
act  should  not  be  construed  to  cover  notes,  sight  drafts,  coupons,  or  other  paper 
commonly  known  as  '*  collections,"  but  should  cover  checks  and  bank  drafts  only. 

OTHES   BULE8    AND   BEGULATIONS. 

One  provision  In  the  Federal  reserve  act  specifies  that — 
'•  The  Federal  reserve  bank    ♦    •    •    ehaM  have  power — 
**  Third.  To  make  contracts. 
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"  Sixth.  To  prescribe  t^  Its  board  of  directors,  by-laws  not  luciMistaltNit  MvUb 
law,  regnlating  the  manner  In  wlilch  its  seneral  business  may  b»  couduv'tiHU  ami 
the  prlTlleges  granted  to  it  bT  l^w  may  be  exercised  and  eiijoy«d. 

"  Serenth.  To  exercise  by  its  board  of  directors,  or  duly  authortavt)  otti'^ra 
or  agents,  all  powers  specifically  granted  by  the  provisions  of  this  act  and  a\H'b 
Incidental  powers  as  siiall  be  necessary  to  carry  on  the  business  of  baukliMt 
within  the  limitations  prescril)ed  by  this  act.** 

In  accordance  with  these  powers,  it  is  recommended  that  as  aoou  as  th« 
recommendations  herein  contained,  or  similar  recommeudatlona,  hav^  hwnkX 
officially  adopted  by  the  Federal  Reserve  Board,  each  FedertU  n>si^rvo  bank 
shall  send  to  each  member  bank  a  printed  agreement  which  each  uiomiH^r  almll 
sign  by  its  president  and  cashier.  This  agreement  (subjet^t  to  chuu|^)  (u  tha 
details  of  the  clearing  plan  finally  adopted)  should  be  somewhat  as  follows ; 

*'  In  order  that  the  provisions  of  the  Federal  reserve  act  affecting  the  doi^>"tt 
of  funds  by  member  banks,  the  collection  and  clearing  of  checks  ami  draftSi 
and  the  fixing  of  charges  therefor  may  be  efficiently  and  economioally  lulinlu 

istered,  the National  Bank,  member  of  the  reserve  bank  of •,  h»ra- 

with  agrees  to  be  bound  by  the  following  rules : 

'*1.  All  items  shall  be  deposited  on  such  forms  and  in  such  mnnnor  tm  shiill 
be  prescribed  by  the  Federal  reserve  bank,  and  failure  to  do  so,  or  any  ortMirn 
made  in  such  deposits,  shall  subject  the  member  bank  to  n  roaHoiinblo  flno. 

"2.  Members  agree  not  to  deposit  with  the  Federal  reserve  bunk  cliockN  on 
other  member  banks  within  25  miles  of  such  member  bank,  excopt  wliurt*  HporKl 
cally  permitted  by  the  reserve  bank,  or  except  that  this  rule  Nhall  not  bo  von 
Btrued  to  apply  to  members  which  are  within  25  miles  of  the  rem»rv«  Imiik.  Mviu- 
bers  situated  in  the  same  city  with  the  reserve  bank  mIuiU  not  dopoMit  chocklN 
and  drafts  on  other  member  banks  in  that  city,  unless  such  momtM*rN  aro  not 
members  of  the  clearing  house.  (This  rule  is  inserted  as  a  renult  of  thtt  buljiff 
that  it  will  be  found  expedient  to  give  to  the  reserve  bank  tlio  powor  in  ntfiiMt 
to  accept  such  items  as  would  better  be  collected  through  local  cl<*arltig  lioimuM 
or  branch  banks.) 

"3.  It  is  agreed  that  the  Federal  reserve  bank  may  mnu\  all  \i4Uim  dlrwt 
to  the  member  bank  on  which  th^  are  drawn« 

"4.  Items  received  after  the  time  fixed  for  the  receipt  of  su^'b  Umim  Nhall 
be  held  over  until  the  following  day,  and  notice  sent  to  the  m(ftfibi«r  \miik, 

"5.  Tbe  accounts  of  members  will  be  charged,  uinm  lutiU'Ai,  wlUi  iU'iim  Umi 
in  the  mails  or  otherwise,  and  upon  reqaest  metnU^rn  shall  mn'itru  diipl)/'i4li«tf/ 

"6.  Items  accompanied  by  special  inxtrurrtloriM.  hwU  nn  **  tut  iffoifni/*  **  wiri$ 
nonpayment,"  etc.,  sliall  have  firmly  affixed  a  Mlip  \t*mriut(  hwU  UtHirw^Umu, 
and  in  addition  each  Item  shall  be  plaintly  stami^^d  wfMi  $t  tunrk  UtAStn^Ut^  nwii 
instmctionsL  Other  tlian  this  no  confinDatU/u  of  UMlnu:iUmn  nUnii  Ih^  n^^u\t»ul 
on  the  letter. 

**1.  The  member  bank  uridersfgned  ti^r«f/y  Bi(r*'*m  Ititti  iUtx  t'UMfU,i/  U'^ofn^* 
meat  stamp  used  by  it  on  all  ci^scks  depo«;t/^  with  tl#^  t*'m'r>*',  Uhhk  f(o -/^^^iUHi 
all  prior  indorBementa. 

"&.  Items  unpaid  are  to  be  rt^nntfrtl  ^'.rt^ct  u,  %\»m  t$i^$t\f*^  U^V  viUUU  '^lirl 
nally  deposited  socfa  Uesi^n  w.*u  %s,y  F^^fi»I  r^^-t  t^  U/*k,  */,/)  f/#'/;>7  fi^AWM 
is  to  be  8«it  to  the  re^^rre  \a%k  ffyj/i  »;,.//  *  ^  t,  ',**-fffA  ri^ft'  f*/^;  ''^; 

"9.  The  member  baxJk  T;;:#>f«:ar;>?1  aarr**-*  \,a*  -a,,  /m//<  */>I  /J/^fU  \^i%','m 
at  sQch  bank  shall  b«  db«n^  %;^.:.Kk  *f^,  f^4,k;jM  »t*Aij'..i*t  y*  ^*-  *»^^"'  w  'H 
the  reserve  bank  fK,  xl^  4*7  oi  firf^.:^  '/f  #  • ;.  ,*>^.'.«  v;  ♦,  4  ;,v  .'  .'^p  'a  '  / 

"lO.  The  rexerr*:  \azX  »<-*  .  *':jstrx*^  i'.*/-*^*^  »♦  ;>^  //  ,•  *v/'*  '«*  ^  v^ 

rmt  disooimt  txx^a  t'/r  *..  </*f«  v/  V*.  -j^  ^t^  .-,**  s:y  t.  *A-f  f/»'.//'  •**  **»« 
wben  socb  baiax^^^  >n»r  %^,/fw  *:^  :j^  a"//v'  •  */i  */,  */"/;  1  ,*y.t  »'%''  g  *// 
the  credit  of  f^.i,  u^^^-;^ 

**1L  A  daiiy  wjitTjiss^ej?  'A  ^-^tt^rt  \,\  *t^/,  'm   i»   ,  *^  r,^^\^-v*  ^^ » »'>  %*^% 


e  sj«r>!afc  utt^  u^^cl  m>  ir.u  >^      .,*-/',''  ^  'a^        ,**'  ^'  .  *   r-      •/* 


^   >  • 


0  w 
0 


after  tr»5«*:x  r«Mr*^  Mt/jr  &'**»».•.  ^t^,      ,       .$  '/*.-.        //  /      r' -^    /*    > 

i>e  ia  *j^^ri '..'A  Ivf  Mca^  *",  a^  *  *  » *w   .^/     t»  '*»/y,     /..      »     ^     #*  #.'./v-  *    /-    ^^ 
arid  a  fct»'Tt  *«>-^***>  ••-r^   '^  w,  **,.  .   *       •.-/,,-*,.    ^  p    .     ♦    >■  • 

basks  w.      VUOrr^jSitr  '.ij*  ''.^,r,,g  ,   ^*     ....'././•     ^    V*  -/    ,     /^^  ^    •  > 
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they  will  receive  checks  on  deposit  from  members  in  the  same  city  only,  and 
will  receive  checks  on  members  from  other  reserve  banks  only  when  sncb 
members  are  farther  distant  than  one  night's  mail  from  the  Federal  reserve 
bank  of  the  district  Again,  there  may  be  branches  established  which  may 
dear  a  limited  territory  not  easily  accessible  to  or  from  the  reserve  bank. 
Such  clearing,  however,  should  be  strictly  local,  and  these  branch  banks  should 
not  receive  items  on  deposit  payable  in  other  districts,  nor  should  other  Fed- 
eral reserve  banks  send  them  items  except  (perhaps)  those  payable  in  the  city 
wh^re  the  branch  bank  is  located. 

Whatever  may  be  the  business  transactions  to  be  developed  between  a  Fed- 
eral reserve  bank  and  branch  banks  of  another  district,  the  clearing  relations 
between  the  reserve  banks  will  not  be  altered,  since  all  such  transactions  will 
be  credited  or  debited  on  the  books  of  the  main  banks,  proper  advices  for- 
warded, and  adjustment  made  between  the  reserve  bank  and  its  branch 
affected. 

If  that  plan  be  deemed  expedient,  the  work  of  clearing  may  be  developed 
gradually.  At  first  the  Federal  reserve  banks  might  limit  the  items  received 
for  collection  to  those  payable  in  the  larger  cities  in  the  district,  extending  the 
service  until  the  entire  district  is  covered.  Drafts  on  all  Federal  reserve  banks 
should  be  accepted  from  the  first,  but  no  items  payable  in  other  districts  should 
be  accepted  until  the  machinery  is  working  smoothly,  and  this  service  should 
then  be  extended  in  the  same  manner  that  is  suggested  for  each  individual  dis- 
trict Member  banks  on  which  checks  might  be  accepted  at  the  beginning 
should  be  permitted  to  deposit  items  payable  in  other  districts.  This  would 
enable  them  to  meet  the  checks  drawn  against  them  and  would  make  it  pos- 
sible to  develop  the  exchange  relations  between  the  Federal  reserve  banks  at 
the  outset. 

On  account  of  geographical  and  railroad  limitations  situations  will  arise  In 
every  district  where  it  will  not  be  feasible  for  member  banks  to  send  checks 
on  other  member  banks  to  the  Federal  reserve  banks.  Each  such  case  will 
need  to  be  adjusted  according  to  conditions,  either  through  branch  banks  or  by 
reciprocal  relations  established  between  the  member  banks,  settlement  being 
arranged  by  a  system  of  transfers.  There  are  sections — as,  for  example,  the 
State  of  Mississippi — where  the  nonmember  banks  will  so  far  outnumber  the 
member  banks  that  a  hardship  will  be  imposed  upon  members  unless  they  find 
relief  through  the  assistance  of  the  Federal  reserve  bank  of  the  district,  which 
might  establish  local  ofllces  at  many  centers  and  accept  and  collect  checks  on 
nonmember  banks. 

A  list  of  member  State  banks  and  trust  companies  should  be  sent  to  each 
member  bank  and  a  monthly  supplement  showing  additions  furnished.  A  list 
of  nonmember  national  banks  may  also  for  a  time  be  required.  A  large  map 
should  be  furnished  all  members  at  cost  showing  the  district  limits,  mail  time 
between  Federal  reserve  banks,  variation  in  time  used,  expressage  and  tele- 
graphic rates,  and  such  other  information  as  may  be  found  expedient 

It  is  recommended  that  a  standard  form  of  draft  be  required  for  use  by  each 
member  bank  in  drawing  on  Its  reserve  bank,  and  If  each  reserve  bank  should 
adopt  a  different  color  of  paper  upon  which  the  drafts  are  to  be  printed  It 
would  promote  convenience  in  assorting  these  items  and  would  tend  to  prevent 
misrouting.  It  would  also  serve  as  an  example  to  the  banks  and  make  It 
easier  later  to  provide  a  color  system  applying  to  all  checks. 

Arrangements  could  be  made  with  the  Bureau  of  Engraving  and  Printing  to 
prepare  the  drafts  on  the  Federal  reserve  banks  for  members  at  cost  Uni- 
formity would  thus  be  assured. 

A  large  item  of  expense  and  a  great  source  of  annoyance  and  delay  to  all 
large  banks  is  the  dally  weighing  and  stamping  of  letters  containing  checks 
and  drafts  sent  out  each  night.  This  work  will  be  greatly  increased  in  the 
reserve  banks  and  will  constitute  quite  an  item  of  expense  as  to  labor.  The 
Post  Office  Department  should  be  consulted  and  arrangements  made  whereby 
the  Federal  reserve  banks  would  be  authorized  to  send  out  letters  containing 
checks  and  other  remittances  at  first-class  rates,  the  payment  to  be  made  by 
bulk  weight.  This  would  also  be  a  convenience  to  the  Post  Office  Department, 
since  it  would  not  be  necessary  to  test  the  letters  as  to  the  correct  amount  of 
()ostage  used,  and  some  economy  would  be  effected  in  the  preparation  and  sale 
of  postage  stamps. 

CHKCKS  ON  NONMEMBER  BANKS. 

There  Is  nothing  In  the  act  that  prohibits  the  acceptance  by  Federal  reserve 
1 1: inks  from  members  of  deposits  of  checks  payable  by  nonmember  institutionB. 
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By  aocefiting  such  items  to  a  limited  extent  clearings  could  be  equalized  at 
times  betvireen  the  reserve  banks,  tbus  avoiding  the  transfer  of  gold  to  the 
clearing  house.  Also,  exorbitant  exchange  rates  on  the  part  of  nonmembers 
could  be  checked  wherever  there  is  a  member  bank  in  the  same  town  by  having 
sQch  member  collect  checks  on  the  nonmember  bank  or  banks  for  other  members 
throagh  the  Federal  reserve  banks. 

'      AS  ALTEBNATIYE  FLAN. 

Many  suggestions  have  been  presented  with  reference  to  the  matter  of  han- 
dling clearings  of  the  Federal  reserve  banks.  It  has  been  found  that  probably 
the  greatest  difference  of  opinion  concerns  the  manner  of  dealing  with  the 
transit  problem.  In  view  of  the  fact  that  the  precise  scope  of  the  banks*  opera- 
tions has  not  been  determined,  it  is  therefore  considered  worth  while  to  offer 
for  consideration  an  alternative  plan  for  the  clearance  of  transit  items  dif- 
fering from  the  one  set  forth  above.  The  main  feature  to  be  considered  in 
this  connection  will  be  found  to  relate  to  the  time  at  which  the  items  are  to  be 
credited  to  reserves  by  the  several  banks* 

In  support  of  this  alternative  plan  it  is  argued  that  if  the  purpose  is  to  shape 
the  operations  of  the  Federal  reserve  banks  so  that  the  growth  of  the  mendber 
tanks  will  reflect  Itself  in  the  Federal  reserve  banks,  it  would  appear  advis- 
able to  afford  special  advantages  to  the  member  banks  which  would  encourage 
their  maintaining  larger  balances  than  required  by  law  with  the  reserve  banks. 

Any  plan  which  would  assist  in  placing  member  banks  in  a  more  favorable 
position  than  nonmember  banks  in  the  clearance  of  transit  Items  at  par  and  at 
the  same  time  extend  the  privilege  to  the  member  banks  of  an  inunediate  set- 
tlement for  such  items  should  receive  careful  consideration,  inasmuch  as  it 
would  without  question  stimulate  more  wide^read  interest  in  the  Federal  re- 
serve system  and  make  its  membership  more  attractive. 

The  essential  point  of  the  plan  is: 

Clearance  at  par,  with  immediate  credit  in  the  reserve  accounts  of  member 
banks  for  such  items  as  they  may  forward  for  collection  to  the  Federal  reserve 
bank  of  their  district  and  which  are  drawn  upon — 

(a)  Member  banks  of  their  own  district 

(5)  Federal  reserve  banks  of  other  districts. 

(c)  Member  banks  of  other  districts. 

In  order  that  this  may  be  effected,  an  immediate  settlement  for  such  items 
would  be  obtained  by  the  Federal  reserve  banks  in  the  following  manner : 

MKUBEB  BANKS   OF   THEIB   OWN   niBTSICT. 

Items  drawn  ppon  member  banks  located  within  the  district  in  which  the 
Federal  reserve  bank  is  situated  will  be  charged  against  their  accounts  upon 
the  day  of  forwarding. 

FEDERAL  BESEBVE  BANKS  AND  MEMBSB  BANKS  OF  OTHEB  DISTBICTS. 

1.  A  certain  portion  of  the  gold  reserve  of  the  Federal  reserve  banks  would 
be  concentrated  at  Washington,  preferably  with  the  Secretary  of  the  Treasury, 
as  chairman  of  the  board,  who  would  maintain  a  ledger  record  of  the  balance 
of  gold  reserve  belonging  to  each  bank. 

2.  The  Federal  reserve  agents  would  authenticate  each  day  the  transit 
operations  of  the  Federal  reserve  banks  and  forward  a  descriptive  statement 
to  the  Secretary  of  the  Treasury,  which  would  enable  him  to  record  the  debits 
and  credits  in  the  gold  reserve  of  the  different  Federal  reserve  banks.  This 
would  place  the  Secretary  of  the  Treasury  in  a  position  to  assemble  the  entries 
of  all  the  Federal  reserve  agents,  with  the  result  that  the  Federal  Reserve 
Board  would  maintain  the  gold  reserves  in  12  accounts,  so  that  the  transfers 
of  gold  would  be  by  book  entries  and  shipments  would  be  reduced  to  a  minimum. 

3.  Each  Federal  reserve  bank  would  carry  an  account  upon  Its  books  known 
as  "  Transit  account,"  the  account  being  upon  a  daily  liquidating  basis,  as  the 
balance  resulting  from  the  transactions  would  mean  either  a  credit  or  a  debit 
to  the  reserve  account  of  "Gold  reserve  with  Secretary  of  the  Treasury." 
The  credits  to  transit  account  would  consist  of  remittance  letters  received  from 
other  Federal  reserve  banks,  while  the  debits  would  be  the  total  of  the  cash 
letters  in  process  of  being  forwarded  for  collection  to  other  Federal  reserve 
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banks.  The  result  of  this  would  be,  say,  in  the  event  that  the  Federal  reserire 
bank  of  Chicago  received  remittance  letters  for  collection  greater  in  amount 
than  the  total  of  the  cash  letters  forwarded  by  it,  that  the  credit  balance  In 
the  account  would  be  liquidated  by  passing  its  equivalent  to  the  credit  of 
"  Gold  reserve  with  Secretary  of  the  Treasury,"  thereby  reducing  the  gold 
reserve  to  cover  the  transit  transactions  of  the  day. 

From  this  brief  outline  it  will  be  noted  that  an  immediate  settlement  has  be«i 
obtained  for  the  transit  items  and  that  ''Outstanding  time"  has  been  elimi- 
nated by  the  expedient  of  book  entries  in  the  gold  reserve,  such  entries  having 
been  authenticated  by  the  Federal  reserve  agent. 

Further  details  of  the  plan  would  be : 

(a)  The  ledger  record  of  the  Secretary  of  the  Treasury  would  be  so  designed 
that  a  carbon  copy  would  constitute  a  daily  statement  to  the  Federal  reserve 
banks  of  the  debits  and  credits  entering  their  balances  of  gold  reserve.  This 
would  also  enable  the  Federal  reserve  banks  to  check  such  entries  and  likewise 
place  them  in  close  touch  with  the  condition  of  the  account 

(&)  The  credit  and  debit  entries  which  would  appear  upon  the  daily  state- 
ment of  the  Federal  reserve  agent  to  the  Secretary  of  the  Treasury  would  be 
obtained  by  means  of  a  form  prepared  in  quadruplicate  for  use  of  the  book- 
keeping department  of  the  Federal  reserve  banks. 

(c)  Federal  reserve  notes  would  be  listed  upon  a  separate  letter  and  included 
In  the  total  of  the  outgoing  remittances. 

(d)  Unpaid  cash  items  would  be  charged  to  the  transit  department,  where 
they  would  be  listed  upon  a  separate  letter  and  included  in  the  total  of  the 
outgoing  remittances  for  the  day. 

(e)  Gash  letters  from  Federal  reserve  banks  or  member  banks  would  be 
credited  only  when  received  in  time  for  use  the  same  day. 

(/)  Checks  received  by  member  banks  which  are  payable  within  a  certain 
radius,  to  be  determined  by  the  Federal  Reserve  Board,  would  not  be  for- 
warded for  credit  to  the  Federal  reserve  bank  of  their  district 

(g)  The  usual  reciprocal  accounts  subject  to  check  would  be  maintained  by 
the  different  Federal  reserve  banks  for  the  purpose  of  collection  of  drafts, 
notes,  coupons,  etc. 

(h)  Telegraphic  transfers  up  to  a  certain  amount  may  be  made  through  the 
reciprocal  accounts,  while  for  larger  amounts  it  would  be  advisable  to  use  the 
existing  subtreasuries  or  the  medium  of  book  transfers  in  the  gold  reserve  at 
Washington. 

(i)  Errors  in  listing,  etc.,  would  be  adjusted  by  means  of  claim  tickets,  to  be 
drawn  and  approved  by  the  auditor  and  signed  by  an  officer  of  the  bank. 

(/)  To  defray  the  expense  of  labor,  stationery,  postage,  depreciation  of 
equipment,  etc.,  it  would  appear  advisable  to  assess  the  member  banks  upon  the 
basis  of  the  volume  of  business  handled  as  compared  with  the  expense  involved. 

(k)  In  view  of  the  special  advantages  afforded  member  banks  under  the 
proposed  plan,  and  to  confine  such  advantages  to  banks  in  the  Federal  reserve 
system,  member  banks  should  be  prohibited  from  depositing  transit  items  which 
In  turn  have  been  deposited  with  them  by  nonmember  banks. 

The  indorsement  stamp  of  the  member  banks  would  be : 

Pay  to  the  Order  of 

Federal  Reserve  Bank,  Chicago,  Illinois, 

May  28,  1914. 

Indorsements  Guaranteed 

(Name  of  Member  Bank) 

while  the  indorsement  stamps  of  the  Federal  reserve  banks  would  be: 

Pay  to  the  Order  of 

Any  Memoer  Bank  District  No.  2 

May  28,  1914. 

Indorsements  Guaranteed 

Federal  Reserve  Bank 

New  York,  N.  Y. 

Pay  to  the  Order  of 
Any  Federal  Reserve  Bank 

May  28,  1914, 

Indorsements  Guaranteed 

Federal  Reserve  Bank 

New  York,  N.  Y. 

The  accounting  forms  necessary  to  facilitate  the  prompt  and  efficient  handling 
of  this  alternative  plan  will  be  found  in  portfolio  of  Forms  No.  II,  accompany- 
ing Appendix  II.  with  which  this  plan  is  correlated. 
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QUESTION  OF  TIME  IN  COLLECTION. 


The  usual  method  employed  at  the  preaent  time  in  the  collection  of  transit 
items  contains  as  a  most  important  factor  the  matter  of  "  Outstanding  time," 
inasmuch  as  the  banks  are  obliged  to  await  the  receipt  of  returns  covering  the 
settlement  of  such  items  as  may  have  been  forwarded  to  correspondents  for 
collection.  Theoretically  speaking*  this  burden  should  be  borne  by  the  de- 
positors of  the  banks,  as  it  would  not  be  sound  banking  to  permit  the  with- 
dnwal  of  funds  in  the  course  of  collection,  but  from  a  practical  standpoint  it 
would  be  difficult  to  educate  depositors  not  to  check  against  outstanding  items 
aod  must  so  regulate  their. books  that  they  may  know  at  all  times  what  their 
checking  balance  really  is. 

Under  the  first  plan  discussed  above,  namely,  that  of  withholding  outstanding 
transit  items  from  reserve  balances  of  member  banks  until  such  time  as  the 
checks  are  theoretically  collected,  the  problem  of  outstanding  time  is  admitted, 
bot  only  partially  solved  by  the  decision  that  in  order  to  lessen  the  burden 
upon  the  member  banks  the  outstanding  time  be  cut  in  two ;  that  is,  the  checks 
will  be  permitted  to  enter  the  reserve  balances  of  the  member  banks  upon  the 
theoretical  day  of  collection. 

The  first  plan  proposes  as  an  offset  to  the  deduction  of  transit  items  from  the 
reserve  balances  to  defer  charging  items  drawn  upon  member  banks  until  such 
time  as  they  have  been  received,  thereby  establishing  a  basis  of  equality. 

For  the  purpose  of  carrying  out  the  project,  each  member  bank,  in  addition 
to  the  Federal  reserve  banks,  must,  as  already  explained,  be  equipped  with 
time  schedules  indicative  of  the  days  necessary  for  the  collection  of  checks, 
andtipon  the  days  of  maturity,  when  the  items  are  supposed  to  be  paid,  entries 
would  be  made  upon  both  the  books  of  the  member  banks  and  the  Federal 
reserve  banks,  a  plan  which  would  enable  the  collected  items  to  serve  as  reserve 
for  the  member  banks ;  while  in  like  manner  the  checks  which  are  forwarded 
by  the  Federal  reserve  banks  to  the  member  banks,  in  accordance  with  the  pre- 
arranged schedule,  would  be  charged  against  the  balances  of  the  member  banks 
upon  the  day  they  are  supposed  to  have  been  received. 

The  committee  has  been  at  pains  to  secure  criticisms  upon  the  transit  prob- 
lem and  finds  that  the  idea  of  withholding  credit  until  items  are  collected  is 
thought  by  many  to  have  the  following  disadvantages : 

1.  It  places  a  discount  upon  such  inland  exchange  as  may  require  Federal 
reserve  banks  one  day  or  more  to  collect. 

2.  It  similarly  places  a  comparative  premium  upon  such  exchange  as  may  be 
drawn  upon  member  banks  located  within  the  cities  in  which  the  Federal 
reserve  banks  are  situated. 

3.  It  might  tend  to  discourage  member  banks  from  using  the  facilities  of  the 
Federal  reserve  banks,  with  the  result  that  they  might  either  withdraw  from 
the  system  or  maintain  tlie  exact  amount  of  reserve  required  by  the  act. 

4.  It  might  render  the  transit  system  of  the  Federal  reserve  banks  more 
wmplex  and  to  result  in  confusion  if  not  skillfully  conducted. 

5.  It  might  entail  additional  labor. 

6.  It  might  mean  the  maintenance  of  subsidiary  records,  both  in  the  Federal 
reser\'e  banks  and  in  the  member  banks. 

7.  It  might  be  difDcult  of  proof. 

8.  The  most  carefully  planned  time  schedule  would  be  only  approximate. 

9.  The  return  of  unpaid  items  from  one  member  bank  direct  to  another,  when 
the  items  were  originally  forwarded  by  the  Federal  reserve  bank  for  credit, 
might  result  in  error. 

VIEWS  OF  A  TRANSIT  EXPERT. 

By  way  of  further  elucidating  the  main  points  at  issue  in  this  matter  the 
('ommittee,  without  expressing  final  opinion,  thinks  best  to  include  in  this  report 
the  following  letter  from  an  eminent  clearing  and  transit  expert  to  whom  this 
subject  was  referred  with  a  request  for  an  opinion : 

*'  In  compliance  with  your  request,  I  have  gone  over  the  plan  submitted  to  me 
regarding  the  method  of  handling  items  through  the  Fe^leral  reserve  banks, 
and  beg  to  submit  the  following  suggestions : 

"<1)    RBOARDINO  THE  RETJkTIONS  BOTW1BEN  TinD  FEDSRAL  RESERVE  BANKS  AND  THEIR  UBMBBRS 

IN  THE  SAME  CITT. 

"As  Federal  reserve  banks  will  not  handle  items  on  nonmember  banks  or 
receive  any  items  from  nonmember  banks,  there  does  not  appear  to  be  any 
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necessity  for  a  Federal  reserve  bank  joining  the  clearing  house  in  the  city  in 
which  it  is  located.  Items  which  the  Federal  reserve  bank  will  have  on  member 
banks  in  its  own  city  can  be  charged  to  their  accounts  with  the  Federal  reserve 
bank  and  a  time  allowance  made  the  member  bank  for  the  redemption  of  unpaid 
items. 

'*  Items  on  member  banks  which  fall  into  the  hands  of  nonmember  banks  can 
be  collected  through  the  clearing  house  as  at  present.  The  only  service  which 
would  be  rendered  by  the  Federal  reserve  bank  through  the  clearing  house 
would  be  the  facility  of  member  banks  settling  their  balances  with  each  other 
by  checks  on  the  Federal  reserve  bank. 

**  Checks  on  the  Federal  reserve  bank  which  may  fall  into  the  hands  of  non- 
member  banks  can  be  deposited  in  the  member  banks,  and  it  is  probable  that 
nonmember  banks  in  the  Federal  reserve  cities  will  carry  accounts  with  mem- 
ber banks.  They  will  either  have  to  do  this  to  get  the  items  cleared  or  will 
have  to  become  members  of  the  Federal  reserve  system  themselves. 

"If  the  Federal  reserve  banks  should  allow  clearings  between  nonmember 
banks  and  themselves,  this  would  remove  a  strong  reason  for  nonmember  banks 
becoming  members. 

**  Checks  on  member  banks  which  are  not  members  of  the  clearing  house  in 
the  Federal  reserve  cities  should  be  received  on  deposit  by  Federal  reserve 
banks.  This  would  provide  a  place  of  redemption  for  items  on  outlying  mem- 
ber banks,  many  of  which  are  located  several  miles  from  the  downtown  district 
and  whose  items  have  to  be  collected  either  by  mail  or  messenger,  and  would 
also  provide  a  place  of  payment  for  the  downtown  member  banks  which  are 
not  members  of  the  clearing  house.  This  would  be  a  great  accommodation  to 
the  member  banks,  as  considerable  difficulty  is  experienced  in  handling  the 
items  of  outlying  banks. 

"  When  clearing-house  balances  are  settled  through  the  Federal  reserve  bank, 
payment  should  be  made  by  checks  on  the  Federal  reserve  banks  rather  than 
by  memorandum  showing  debtor  and  creditor  balances,  as  then  no  dispute 
could  arise  in  making  settlement. 

"(2)    BBLATZON8   BBTWEEN  THB  FEDERAL   RESERVE  B4XKS   AND  THEIR    MEMBERS   OUTSIDE   OF 

THE  FEDERAL  RESERVE   CITIES. 

"  In  assorting  the  items  for  deposit  in  the  Federal  reserve  banks  there  does 
not  seem  to  be  any  necessity  to  sort  the  items  according  to  the  States,  as  State 
lines  have  not  been  used  in  outlining  the  districts. 

"With  reference  to  *no  protest*  and  *wire  nonpayment'  instructions, 
besides  having  the  items  so  marked,  these  instructions  should  also  be  written 
on  the  letter  accompanying  the  items,  as  otherwise  the  receiving  bank  would 
claim  the  instructions  were  not  given  and  the  sending  bank  would  not  have  the 
item  to  prove  they  had  been  given. 

'*  With  regard  to  the  clearing  system  to  be  used  in  each  Federal  reserve  bank. 
If  we  are  going  to  have  a  clearing  system,  why  not  make  it  complete  instead 
of  going  only  halfway?  All  items  received  by  a  Federal  reserve  bank  drawn 
on  members  in  its  own  district  should  be  credited  when  deposited  to  the  reserve 
account  of  the  depositing  member  bank  and  charged  at  the  same  time  to  the 
reserve  account  of  the  member  banks  upon  which  the  checks  are  drawn,  thus 
doing  away  with  a  lot  of  unnecessary  work  for  the  member  banks,  as  well  as 
the  Federal  reserve  banks,  in  figuring  the  time  taken  for  the  items  to  reach 
their  destination. 

"  The  system  for  clearing  these  items  should  be  as  simple  as  possible,  with  a 
minimum  amount  of  clerical  work,  otherwise  the  member  banks  will  clear 
their  items  through  outside  banks  and  will  not  put  them  in  the  Federal  reserve 
bank.  The  items  going  through  the  Federal  reserve  bank  on  points  in  its  own 
district  will  not  change  the  deposits  of  the  F^eral  reserve  bank.  They  will 
only  increase  the  balances  of  member  banks  on  one  side  and  decrease  them  on 
the  other. 

"  The  reserve  balances  of  member  banks  will  increase  in  the  Federal  reserve 
bank  just  as  much  as  they  will  decrease,  and  it  is  quite  likely  in  the  course  of 
business  that  the  reserve  banks  will  carry  more  than  the  required  amount  of 
reserve  with  the  Federal  reserve  banks,  and,  instead  of  having  to  continually 
make  up  their  reserve,  there  will  be  just  as  much  necessity  for  reducing  the 
accumulations  in  the  reserve  account. 

"Items  on  member  banks  outside  of  the  depositing  member  bank's  district 
should  not  count  as  reserve,  as  the  reserve  bank  will  have  no  account  to  reim; 
burse  itself  from  when  the  items  are  deposited.    A  separate  account  should  be 
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carried  for  eacb  member  bank  which  deposits  items  on  member  banks  outside 
of  its  own  district,  as  these  items  will  be  paid  by  a 'method  described  under 
the  heading  'Relations  between  Federal  reserve  banlLS  themselves/  and  the 
transit  account  of  the  member  bank  will  be  diarged  and  the  reserve  account 
credited. 

**  The  transit  accounts  should  be  used  only  for  items  which  are  deposited  on 
member  banks  outside  of  the  district  and  on  other  Federal  reserve  banks. 

"4lember  banks  should  not  draw  checks  on  the  transit  account,  but  should 
draw  all  checks  on  the  reserve  account.  This  would  do  away  y^ith  any  necesedty 
for  figuring  a  discount  rate  of  interest  if  the  transit  accounts  should  be  drawn 
below  the  amount  of  collected  funda 

"As  the  member  bank  itself  is  the  only  one  which  knows  the  amount  Its  re- 
serve should  be,  the  Federal  reserve  banks  can  not  ascertain  whether  a  bank  is 
drawing  below  its  reserve  or  not,  except  when  reports  are  received  from  the 
Dational-bank  examiner.  It  is  up  to  the  member  banks  to  control  their  own 
reserves  and  to  the  bank  examiner  to  see  that  they  live  up  to  the  law  in  this 
respect 

(3)    BBLATIONB  BUTWKEN  THD  FBDKRAL  RESDBYS  BANKS  THBM8BLVB8. 

"Items  sent  from  one  Federal  reserve  bank  to  another  should  bear  the  in- 
dorsements of  Federal  reserve  banks  which  handle,  so  that  it  may  be  known 
from  the  check  how  it  has  been  routed.  This  is  particularly  necessary  if  items 
are  missent. 

**  With  regard  to  clearing  items  between  the  Federal  reserve  banks,  a  system 
is  suggested  under  which  no  Federal  reserve  bank  will  have  to  open  an  account 
with  another.  Instead  each  Federal  reserve  bank  will  carry  an  account  with 
the  Federal  reserve  bank  to  be  selected  as  the  central  clearing  bank. 

"  The  Federal  reserve  bank  of  Chicago  is  well  situated  to  act  as  the  clearing 
bank  on  account  of  its  central  location  and  the  excellent  tran^)ortation  facili- 
ties between  all  the  Federal  reserve  cities. 

*'  The  suggested  plan  of  carrying  a  portion  of  the  gold  reserve  of  the  Federal 
reserve  banks  in  Washington  would  require  the  shipment  of  an  enormous 
amount  of  gold  from  all  the  Federal  reserve  cities,  which,  besides  being  a  great 
expense,  as  some  of  the  gold  would  have  to  come  from  as  far  away  as  San  Fran- 
cisco, would  also  take  away  the  gold  from  the  West,  where  it  is  needed  for  cir- 
culation. On  the  Pacific  coast  probably  less  than  10  per  cent  of  the  circulation 
is  in  paper  money. 

**  Under  the  present  United  States  subtreasury  system  gold  is  divided  among 
nine  cities  from  New  York  to  San  Francisco,  and  it  would  seem  advisable  to 
leave  it  where  it  is,  so  that  when  it  has  to  be  shipped  to  member  banks  it  will 
not  have  to  go  far  and  the  express  rate  will  be  reduced  to  a  minimum. 

**  It  is  also  desirable  to  hold  the  expense  of  the  Federal  reserve  bank  down  as 
f^r  as  possible,  in  view  of  the  fact  that  there  are  12  banks,  each  with  a  separate 
organization,  which  will  create  a  large  overhead  expense. 

*'The  Federal  reserve  bank  which  will  act  as  the  clearing  bank  will  have 
little  or  no  expense  attached  to  this  part  of  its  business  and  it  would  only  make 
an  unnecessary  additional  expense  by  depositing  the  reserves  in  Washington. 

"  Under  the  attached  plan  proposed  reserve  banks  could  make  up  the  deficien- 
cies in  their  balances  carried  with  the  clearing  reserve  bank  by  purchasing  ex- 
change, and  gold  shipments  would  be  less  necessary  under  this  plan  than  they 
would  be  if  the  plan  is  adopted  of  carrying  the  reserves  in  Washington. 

"  Under  the  plan  of  clearing  through  a  Federal  reserve  bank  each  Federal 
reserve  bank  would  know  how  it  stood  at  the  end  of  each  day's  business,  as 
the  items  would  be  cleared  and  settled  for  every  day.  The  cost  of  buying  ex- 
change to  increase  balances  with  the  clearing  Federal  reserve  bank  could  be 
assessed  on  the  member  banks  which  deposited  Uie  items  in  each  Federal  re- 
serve bank  and  could  be  added  by  the  Federal  reserve  bank  to  the  cost  of  hand- 
ling the  checks  for  the  member  banks,  and  in  turn  charged  to  the  drawers  of 
the  checks  by  the  member  banks,  provided  they  saw  fit  to  charge  the  drawers. 

"  It  is,  however,  likely  that  a  member  bank  would  absorb  this  cost  itself,  ex- 
cept where  the  drawers  do  not  carry  satisfactory  accounts. 

"With  regard  to  the  incidental  rules,  regulations,  etc.,  it  does  not  seem  de- 
sirable to  fix  a  limit  of  26  miles  from  each  member  bank,  thus  denying  the 
member  bank  the  privileges  of  the  Federal  reserve  bank  for  the  collection  of 
Items  on  banks  located  within  26  miles  of  the  member  bank.  Inasmuch  as  the 
items  can  be  charged  up  to  the  account  of  the  bank  upon  which  they  are  drawn 
when  they  are  deposited,  checks  will  reach  the  Federal  reserve  bank  for  pres- 
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entatlon  in  nearly  all  cases  just  as  quickly  as  they  would  reach  the  bank  upon 
which  drawn  if  sent  dlfect  by  the  member  bank. 

"  Members  situated  in  the  Federal  reserve  cities  should  be  permitted  to  de- 
posit items  on  other  member  banks  in  the  same  city  provided  the  depositing 
bank  or  the  member  bank  upon  which  the  checks  are  drawn  is  not  a  member  ot 
the  local  clearing  house. 

**  Referring  to  items  bearing  *  No  protest '  and  *  Wire  nonpayment '  instmc- 
tions,  the  instructions  should  appear  on  the  letters  accompanying  the  itemsL 

"  Provisions  regarding  charging  interest  when  balances  are  below  the  net 
amount  of  collected  funds  should  be  omitted,  as  previously  explained. 

"  It  would  be  very  unsatisfactory  to  the  member  banks  if  the  Federal  reserve 
banks  when  they  first  start  business  receive  items  on  only  certain  banks  in  the 
larger  cities  in  the  districts.  These  banks  would  be  compelled  to  ship  currency 
or  buy  exchange  to  settle  for  the  items  charged  to  their  account  by  the  Federal 
reserve  bank,  as  they  would  not  in  turn  be  able  to  deposit  items  which  they 
would  have  on  all  the  other  member  banks  in  the  district.  Instead  of  picking 
out  a  number  of  the  larger  cities  to  start  with,  the  Federal  reserve  banks  could 
take  a  certain  number  of  counties  in  each  State  and  gradually  increase  the 
number  until  the  whole  district  was  covered.  In  this  way  there  would  be  very 
little  burden  upon  member  banks,  as  the  items  would  be  cleared  in  certain 
zones  In  which  the  members  would  have  items  drawn  on  each  other. 

"  With  regard  to  checks  on  nonmember  banks,  I  can  find  nothing  in  the  act 
which  permits  the  acceptance  by  Federal  reserve  banks  of  items  for  deposit 
drawn  on  nonmember  banks.  If  the  act  can  be  construed  to  permit  Federal 
reserve  banks  to  receive  such  items,  I  do  not  think  it  would  be  good  policy,  as 
there  would  be  a  much  greater  chance  for  nonmember  banks  becoming  members 
if  the  checks  were  not  handled  by  the  Federal  reserve  banks  than  If  these 
facilities  were  extended. 

"Checks  on  nonmember  banks  will  circulate  at  a  discount  and  it  is  quite 
probable  that  nonmember  banks  will  arrange  for  a  place  of  redemption  for  their 
checks  through  the  clearing  houses  in  the  Federal  reserve  cities  in  the  effort  to 
make  their  checks  circulate  on  a  par  with  the  items  on  member  banks  of  the 
Federal  reserve  system." 

BUSINESS  OF  FEDERAL  BESEBVE  BANKS. 

The  business  operations  of  the  Federal  reserve  banks  will  be  fundamentally 
of  two  distinct  kinds : 

1.  Rediscounting  for  member  banks. 

2.  Purchasing  specified  kinds  of  paper  in  the  open  market  under  the  condi- 
tions provided  by  the  act  itself. 

From  another  point  of  view  the  business  operations  may  be  divided  as  follows : 

1.  Domestic  transactions. 

2.  Foreign  exchange  transactions. 

The  subject  may  first  be  considered  under  the  latter  division  and  then  inquiry 
may  be  made  as  to  how  the  business  should  be  viewed  from  the  point  of  view 
of  the  division  or  classification  first  suggested. 

DOMESTIC  BUSINESS. 

The  domestic  business  of  the  reserve  banks  will,  as  stated,  consist  primarily  in 
the  rediscounting  of  paper  for  member  banks  and  in  the  purchase  of  paper  in 
the  open  market.  In  either  case  the  question  is  raised  how  the  act  must  be 
regarded  as  applying  to  the  nature  of  the  paper  dealt  in.  As  will  be  seen  from 
a  survey  of  its  provisions,  the  framers  of  the  measure  attempted  to  throw  about 
the  rediscount  and  open-market  transactions  a  series  of  very  careful  and 
detailed  restrictions  intended  to  assure  the  liquidity  and  unquestionable  com- 
mercial character  of  the  obligations  which  were  thus  taken  over  by  the  reserve 
banks. 

COMMEBCIAL  PAPEB. 

It  is  recognized  that  the  question  what  should  be  accepted  as  commercial 
paper  eligible  for  rediscount  under  the  act  is  one  of  great  difliculty,  as  well  as 
one  which  must  inevitably  affect  in  a  very  profound  way  the  operations  of 
the  reserve  banks  from  the  beginning. 

*'  Upon  the  indorsement  of  any  of  its  member  banks,  any  Federal  reserve  bank 
may  discount  notes,  drafts,  and  bills  of  exchange  arising  out  of  actual  transac- 
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tions;  that  Is,  notes,  drafts,  and  bills  of  exchange  issued  or  drawn  for  agricul- 
tural, industrial,  or  commercial  purposes,  or  the  proceeds  of  which  have  be^i 
nsed  or  are  to  be  used  for  such  purposes,  the  Federal  Reserve  Board  to  have 
the  right  to  determine  or  define  the  character  of  the  paper  thus  eligible  for 
discount  within  the  meaning  of  this  act." 

Later  (in  sec.  14)  Federal  reserve  banks  are  given  power  to^ 

*'  Purchase  and  sell  in  the  open  market  at  home  or  abroad,  either  from  or  to 
domestic  or  foreign  banks,  firms,  corporations,  or  individuals,  cable  transfers 
»iid  bankers*  acceptances  and  bills  of  exchange  of  the  kinds  and  maturities  by 
this  act  made  eligible  for  rediscount,  with  or  without  the  indorsement  of  a 
member  bank.*' 

There  are  other  provisions  in  the  act  which  limit  or  modify  these  funda- 
mental clauses,  but  consideration  of  them  may  be  deferred  for  the  present. 

According  as  the  '*  character  of  the  paper  thus  eligible  for  discount  *'  is  de- 
fined, the  scope  of  the  business  to  be  granted  to  the  banks  and  to  be  under- 
taken by  them  will  be  greater  or  less  and  the  volume  of  their  operations,  and 
conaequoitly  the  extent  of  their  aid  to  the  community,  will  be  greater  or  less. 
Various  questions  of  a  specific  nature,  therefore,  arise  at  once,  of  which  the 
following  may  be  mentioned: 

1.  What  is  commercial  paper  in  the  sense  in  which  the  term  is  used  to-day? 

2.  Is  this  popular  definition  correct,  and  should  it  be  accepted  by  the  reserve 
board? 

3.  If  not  correct,  can  an  immediate  change  in  definition  safely  be  made? 

4.  Is  there  any  need  for  different  treatment  of  the  paper  made  available  for 
rediscount  with  the  indorsement  of  a  member  bank  and  that  to  be  purchased 
in  the  open  market? 

5.  What  is  a  commercial,. agricultural,  or  industrial  transaction? 

6.  To  what  classes  of  paper  does  it  normally  give  rise,  and  how  can  a  banker 
assure  himself  that  a  given  piece  of  paper  had  arisen  from  such  a  transaction? 

7.  What  distinction,  if  any,  should  be  drawn  between  paper  that  grows  out 
of  such  a  transaction  and  paper  whose  proceeds  are  to  be  used  in  such  a 
transaction? 

By  answering  these  questions  the  basis  will  have  been  provided  for  a  thor- 
ough analysis  of  the  provisions  of  the  Federal  reserve  act  in  regard  to  the  use 
of  commercial  paper  as  a  basis  for  rediscount. 

The  language  used  in  the  section  of  the  Federal  reserve  act  with  reference  to 
commercial  paper  is  modeled  upon  language  used  in  many  proposals  of  legisla- 
tion which  preceded  the  reserve  act  and  whose  purpose  was  that  of  sufllciently 
limiting  the  types  of  paper  presented  for  rediscount  so  as  to  avoid  the  use  of 
iMink  funds  in  two  general  classes  of  transactions.  The  language  was  intended 
to  be  negative  rather  than  positive,  and  the  two  types  of  transactions  which 
^ere  regarded  with  disfavor  were  the  following : 

(a)  Those  growing  out  of  speculative  transactions  or  involving  the  use  of- 
tam^  for  promotion  of  speculation. 

(&)  Those  involving  the  regular,  steady  provision  of  capital  for  investment 
purposes  with  the  idea  of  supplying  to  different  enterprises  an  additional  ele- 
B^ent  of  business  support  quite  different  from  the  mere  use  of  banking  as  an 
ftid  to  the  financing  of  current  transactions. 

Of  course,  in  addition  to  these  negative  limitations  it  was  intended  by  the 
^ii^age  employed  to  prevent  the  banks  from  rediscounting  paper  that  neces- 
sitated a  too  remote  maturity  and  naturally  to  avoid  the  rediscounting  of  paper 
^hose  soundness  was  not  altogether  assured. 

At  the  present  time  commercial  paper  as  employed  by  credit  institutions  and 
banks  generally  includes  the  following  types : 

(a)  Ordinary  notes  signed  by  an  individual,  firm,  or  corporation  and  prom- 
ising to  pay  a  specified  amount  either  on  demand  or  at  a  stated  time. 

(b)  Drafts  secured  by  documents  (bills  of  lading,  etc.)  which  are  discounted 
t>y  banks  and  which  bear  two  commercial  names. 

(c)  Ordinary  notes  signed  by  individuals,  firms,  or  corporations  either  on 
demand  or  on  time  and  protected  by  stock,  bonds,  or  other  collateral  with  a 
collateral  loan  agreement. 

id)  Ordinary  notes  of  the  kind  already  specified  protected  by  a  chattel  mort- 
gage on  crops  and  the  like. 

Investigation  shows  that  of  these  types  of  what  is  ordinarily  called  commer- 
cial paper  to-day  the  ordinary  single-name  paper  constitutes  a  substantial 
proportion.  Opinions  differ  as  to  the  relative  amount  of  this  paper  as  corn- 
Pared  with  other  classes,  but  there  Is  general  agreement  as  to  its  Importance. 
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Some  large  concerns  estimate  that  fully  90  per  cent  of  their  business  is  trans- 
acted on  tlie  basis  of  such  single-name  paper.  The  commercial  transacttons 
growing  out  of  or  represented  by  such  paper  are  in  general  as  shown  in  the 
following  hypothetical  case:  • 

A.  purchases  goods  for  his  fail  trade  amounting  to,  say,  $1,000,000  from 
the  X.  Y.  Z.  Co.,  of  New  York  City.  These  are  bought  on  open  account  with, 
say,  90  days'  credit.  A.  gives  no  paper  in  exchange  fOr  them,  the  seller  haVin^ 
simply  his  general  knowledge  of  A.'s  credit  to  protect  him.  The  X.  Y.  Z.  Go., 
however,  offers  A.  a  discount  for  cash  within  a  specified  time  (say  30  days), 
and  an  additional  discount  for  immediate  cash  (say  within  10  days).  In 
order  to  get  this  cash  A.  applies  to  his  bank,  making  a  full  statement  of  his 
transactions,  and  is  granted  a  loan,  for  which  he  gives  ordinary  promissory 
notes.  With  the  funds  thus  obtained  he  pays  off  the  X.  Y.  Z.  Co.,  getting 
the  advantage  of  the  discount,  then  settles  with  the  bank  as  the  goods  are 
taken  up  by  consumers  and  paid  for.  The  transaction  is  distinctly  a  "com- 
mercial" one,  and  the  paper  growing  out  of  it  is  commercial  paper  in  tlie 
ordinary  sense.  In  Eurox)e,  however,  the  X.  Y.  Z.  corporation  would  have 
insisted  upon  being  paid  by  a  note  signed  by  A.,  and  would  then  have  sold 
this  paper  or  discounted  it.  Or  A.  might  have  induced  his  bank  to  accept 
dreifts  from  the  X.  Y.  Z.  Co.  (properly  protecting  the  institution),  in  which  case 
the  paper  would  have  been  an  acceptance  bearing  the  name  of  the  bank  and 
the  X.  Y.  Z.  Co.  It  is  desirable  to  stimulate  the  growth  of  true  commercial 
paper  of  the  latter  class  as  rapidly  as  possible  for  several  reasons.  The  closing 
up  of  the  transaction  by  the  giving  of  the  paper  Is  in  itself  a  good  thing, 
leading  to  conservatism  and  caution  in  the  business.  The  tendency  of  this 
method  is  also  to  distribute  loans  much  more  widely,  thereby  creating  a  much 
better  and  more  even  division  of  business  among  banks.  The  paper  thus 
created  can  be  sold  and  traded  in,  and  thereby  a  wider  market,  with  much 
greater  competition  and  consequently  lower  rates  of  interest,  can  be  secured. 
Furthermore,  such  paper  bears  on  its  face,  ordinarily,  the  certification  that 
it  grows  out  of  a  real  **  commercial  transaction."  The  effort  should  undoubt- 
edly be  to  work  steadily  toward  a  situation  which  would  encourage  the  devel- 
oi»nent  of  this  kind  of  paper  and  would  eliminate  or  reduce  as  rapidly  as 
possible  the  present  method  of  trading  on  the  basis  of  one-name  paper. 

SINGLE-NAME  PAPER  PBOVn>ED  FOB. 

The  conclusion  that  seems  to  be  necessarily  reached  in  connection  with  this 
subject,  however,  is  that  the  Federal  reserve  act  distinctly  contemplates  and 
provides  for  the  use  not  only  of  two-name  but  also  of  single-name  commercial 
paper.  This  is  seen  in  the  fact  that  the  act  in  the  sections  already  referred 
to  provides  for  the  rediscounting  not  only  of  paper  whose  proceeds  have  been 
used  in  the  particular  classes  of  transactions  referred  to,  but  also  of  that  whose 
proceeds  are  "  to  be  used  "  in  that  connection.  At  one  time  during  the  progress 
of  the  bill  through  Congress  the  provision  was  even  broadened  by  the  insertion 
of  words  including  for  rediscount  such  paper  as  might  give  rise  to  funds  which 
"  may  be  used  "  for  the  purposes  referred  to  In  the  act.  It  is  believed,  therefore, 
that  Congress  clearly  and  unequivocally  intended  to  recognize  under  the  pro- 
visions of  the  law  both  classes  of  paper.  This,  however,  was  upon  the  distinct 
understanding  that  such  paper,  whether  it  bore  one  or  more  names,  was  not  to 
be  admitted  to  rediscount  unless  it  evidently  arose  from  the  classes  of  trans- 
actions referred  to  or  was  so  clearly  for  the  purpose  of  providing  funds  for 
such  transaction  as  to  admit  of  no  doubt 

In  the  second  place,  however,  it  is  believed  that  paper  carrying  two  names 
bears  on  the  face  of  it  the  evidence  of  a  strictly  commercial  origin  which 
single-name  paper  never  can,  without  collateral  evidence,  supply.  There  is, 
therefore,  a  prima  facie  case  in  favor  of  two-name  paper  which  does  not  exist 
in  that  of  single-name,  and  the  question  is  suggested  how  single-name  paper, 
when  admitted  to  rediscount,  as  it  evidently  must  be  under  the  terms  of  the 
law,  shall  be  prevented  from  being  used  as  a  means  to  obtain  current  capital 
or  to  furnish  the  basis  for  speculative  operations.  Various  methods  have  been 
currently  suggested,  among  them  the  plan  of  requiring  each  piece  of  paper  thus 
presented  for  rediscount  to  be  accompanied  by  a  certificate  on  the  part  of  its 
maker,  or  of  the  indorsing  bank,  or  both,  that  it  has  originated  in  connection 
with  a  transaction  of  the  permitted  kind.  Another  method  that  has  been  put 
forward  is  to  require  such  a  general  certificate  on  the  part  of  each  borrower, 
Insisting  that  such  certificate  be  made  once  and  for  all,  or  perhaps  at  periodical 


ANKUAL  B&PORT  OF  TH£  FBDSHAL  BfidSEVS  BOA&D.  153 

interrals.  Still  another  suggested  plan  is  that  of  employing  a  form  of  note 
which  shall  Incorporate  Into  its  own  text  a  statement  that  it  represents  fands 
whose  use  Is  desi^  for  a  transaction  of  the  permitted  class.  Of  these  various 
Boggestions  the  latter  is  perhaps  the  best,  and  there  may  be  no  harm  In  putting 
it  into  efltect  but  neither  it  nor  any  of  its  predecessors  would  be  likely  to  meet 
the  requirements  of  the  case  completely.  It  Is  believed  that  this  end  can  be 
accomi^shed  only  by  some  process  that  will  give  absolute  assurance  of  the  use 
of  the  funds  advanced  by  the  reserve  banks  in  the  way  contempated  by  the 
law.  Clearly,  however,  the  absolute  assurance  that  the  particular  sum  of 
money  advanced  by  the  banks  on  rediscounted  paper  has  been  used  in  the  way 
prescribed  can  not  be  Obtained  in  practice,  nor  is  there  any  use  in  obtaining  it, 
if  there  be  certainty  that  an  equal  sum  drawn  from  the  liquid  resources  of 
the  concern  receiving  the  advance  is  so  applied.  The  purpose  of  the  Federal 
reserve  act  is  thus  fundamentally  satisfied  if  evidence  be  given  that  the  ad- 
vances made  are  made  for  a  commercial  purpose  as  shown  by  the  fact  that  the 
person  or  concern  in  whose  favor  they  are  made  is  engaged  in  actual  business 
of  the  kind  referred  to  and  is  in  a  liquid  condition.  This  fact  can  be  ascer- 
tained only  by  a  direct  audit  of  the  afllairs  of  the  concern,  repeated  as  fre- 
quently as  circumstances  may  require,  in  order  to  renew  the  assurance  of 
liquidity,  which  is  regarded  as  the  fundamental  and  essential  test  of  the  good 
faith  of  the  concern  in  making  application  for  funds,  not  to  furnish  capital  for 
new  enterprises  or  to  take  the  place  of  capital  that  has  been  sunk,  but  to  carry 
through  short-period  transactions. 

A  suggestion  to  which  very  considerable  attention  has  been  granted  in 
responsible  quarters  is  that  of  establishing  through  action  on  the  part  of  the 
Reserve  Board  a  so-called  ''differential  rate"  on  commercial  paper  of  the 
classes  referred  to,  the  rate  required  to  be  charged  by  Federal  reserve  banks 
for  the  rediscount  of  single-name  paper  being  fixed  at,  say,  one-fourth  of  1  per 
cent  or  perhaps  at  one-half  per  cent  tilgher  than  that  to  be  charged  for  two- 
name  paper,  the  paper  of  the  two  classes  being  supposed  to  be  of  equal  safety, 
and  the  difference  in  rate  being  designed  merely  to  discriminate  In  favor  of 
two-name  paper.  This  would  probably  be  as  effective  a  means  as  any  for 
accelerating  the  movement  of  the  business  community  toward  the  substitution 
of  double-name  for  single-name  paper.  Precisely  how  great  ttie  discrimination 
in  rate  would  have  to  be,  and  precisely  how  far  it  would  need  to  be  varied 
between  the  several  Federal  reserve  districts,  is  a  question  that  can  not  posi- 
tively be  answered  pending  the  definite  organization  of  the  districts  and  the 
creation  of  the  banks  as  working  units  in  each  of  them.  The  idea  is  merely 
suggested  here  as  indicating  a  feasible  and  desirable  mode  of  bringing  about  the 
end  in  view,  assuming  of  course  that  the  application  of  the  method  is  careful 
so  that  no  injustice  may  be  done  through  the  charging  of  the  higher  rate  to  the 
paper  which  is  less  favorably  regarded. 

Still  another  plan  is  that  of  restricting  the  total  amount  of  single-name  paper 
admitted  to  rediscount  to  a  given  percentage  of  the  gross  rediscounts  of  the 
reserve  bank  in  question.  This  plan  has  been  carefully  considered  and  is 
believed  to  be  desirable.  The  estimates  that  have  been  made  by  authoritative 
persons  concerning  the  proper  amount  of  single-name  paper  in  relation  to  two- 
name  vary  considerably,  some  taking  the  ground  that  not  to  exceed  25  per  cent 
of  the  total  rediscounts  should  consist  of  single-name  and  others  that  not  less 
than  50  per  cent  might  safely  be  allowed  to  consist  of  that  kind  of  paper.  It  is 
believed  that  no  definite  percentage  of  this  kind  applicable  to  the  whole  country 
could  be  fairly  established.  Inquiry  has  shown  quite  conclusively  that  in  some 
parts  of  the  country  there  is  much  more  two-name  paper  than  elsewhere,  busi- 
ness habits  having  developed  somewhat  differently  in  different  commuJiities. 
The  restriction  of  the  relative  proportions  of  two-name  and  single-name  pai)er, 
through  rules  to  be  issued  by  the  Federal  Reserve  Board  and  to  be  applied  by 
the  boards  of  directors  of  the  several  Federal  reserve  banks,  can  be  scientifically 
developed  wlien  it  is  seen  through  the  early  experience  of  the  banks  in  about 
what  proportions  the  two  classes  of  paper  are  presented  for  rediscount.  It 
may  easily  appear  that  the  proportions  in  which  the  paper  is  offered  to  the 
Federal  reserve  banks  will  vary  quite  materially  from  those  in  which  it  has 
heretofore  been  offered  to  individual  or  member  banka  No  definite  relationship 
can  be  laid  down  with  certainty  in  advance.  It  can  only  be  stated  that  wher- 
ever possible  the  proportion  of  single-name  paper  allowed  to  figure  in  the 
rediscounts  of  a  Federal  reserve  bank  should  be  confined  to  the  lowest  basis 
consistent  with  the  welfare  and  convenience  of  the  business  community. 
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A  proposal  worthy  of  mention  in  this  same  connection,  but  requiring  care 
in  its  consideration,  is  that  note  brokers  who  sell  single-name  paper  to  banks 
of  the  Federal  reserve  system  shall  be  required  personally  to  indorse  the  paper 
they  thus  dispose  of.  In  support  of  this  proposition  it  Is  urged  that  the  cus- 
tom prevailed  in  Europe  and  has  been  found  effective  there.  This  Is  only 
partially  true,  conditions  being  quite  different  abroad  from  what  they  are  here, 
but  it  is  probably  the  case  that  everything  possible  should  be  done  to  stimulate 
a  greater  degree  of  responsibility  on  the  part  of  note  broIceriB.  At  present  there 
are  many  individuals  and  concerns  in  the  note-broking  business  whose  financial 
responsibilities  may  be  a  matter  of  some  doubt  and  whose  principal  effort  Is 
to  dispose  of  as  much  paper  as  they  can,  thereby  securing  for  themselves  the 
largest  possible  amount  of  commissions.  On  the  other  hand,  it  seems  hardly 
desirable  to  take  a  step  that  would  tend  to  produce  a  condition  of  monopoly 
or  semimonopoly  in  the  note  business.  To  require  indorsements  of  the  kind 
referred  to  would  undoubtedly  tend  to  drive  the  smaller  concerns  out  of  busi- 
ness and  would  likewise  tend  to  promote  the  formation  of  very  large  corpora- 
tions organized  for  the  purpose  of  lending  their  signatures  to  commercial  paper, 
thus  making  it  available  for  use  by  reserve  banks.  In  this  same  group  of  sn^- 
gestions  is  the  recommendation  that  the  note  broker  whose  paper  is  purchased 
by  the  reserve  banks  through  member  banks  shall  be  required  to  be  regularly 
examined  and  audited  by  a  satisfactory  accountant.  There  is  no  objection  to  this 
requirement,  provided  that  it  be  properly  applied  and  that  the  audit  or  exami- 
nation be  made  under  conditions  that  will  not  be  unreasonably  onerous  or  of 
a  nature  to  entail  unnecessary  or  excessive  expense  upon  the  broker. 

GENEBAL  SUMMABY. 

Summarizing  these  suggestions,  therefore,  we  may  first  enumerate  the  rec- 
ommendations which  it  is  believed  are  at  all  events  not  feasible  at  the  present 
time. 

1.  Exclusion  of  single-name  paper  whose  proceeds  are  "to  be  used"  for 
commercial  purposes. 

2.  Narrow  definition  of  the  words  "agricultural,  commercial,  or  industrial 
purposes  "  or  transactions. 

The  purposes  which  should  undoubtedly  be  sought  and  the  recommendations 
corresponding  thereto  are  as  follows: 

1.  Exclusion  of  all  paper  of  every  kind  from  rediscount  unless  those  respon- 
sible for  it  are  able  to  make  good  the  contention  that  its  proceeds  are  intended 
for  facilitating  or  carrying  out  a  genuine  current  business  transaction  of  a 
kind  that  shall  be  self-liquidating  within  the  period  set  by  the  language  of 
the  act. 

2.  Requirement  of  all  possible  classes  of  information  on  the  part  of  bankers, 
note  brokers,  and  others  bearing  upon  the  origin  of  the  paper  offered  for  redis- 
count and  the  purposes  to  which  its  proceeds  are  to  be  applied. 

The  detailed  methods  that  have  been  suggested  for  the  attainment  of  these 
objects  and  which  it  is  believed  will  prove  more  or  less  useful  are  as  follows : 

1.  Regular  audit  of  firms  or  corporations  placing  single-name  paper  on  the 
market  in  order  to  assure  their  absolute  liquidity  and  solvency  and  the  liquidity 
of  its  assets. 

2.  Regular  audit  of  note  brokers  in  order  to  insure  absolute  knowledge  of 
broker's  responsibility. 

3.  Indorsement  by  note  broker  of  all  paper  passing  through  his  hands  and 
ultimately  presented  for  rediscount. 

4.  Restriction  of  single-name  paper  to  specified  percentage,  say,  25  to  50  per 
cent  of  total  paper  rediscounted  by  a  reserve  bank. 

5.  Establishment  of  differential  rate  of  rediscount  for  single-name  and  two- 
name  paper  in  order  to  favor  the  latter  type  of  security. 

6.  Use  of  specified  form  of  note  or  certificate  intended  to  indicate  type  of 
transaction  giving  rise  to  paper. 

The  following  points  at  least  are,  however,  deemed  essential  in  determining 
the  practice  to  be  followed  by  reserve  banks: 

1.  Commercial  paper  must  be  broadly  defined  as  including  two-name  paper 
given  in  lieu  of  cash  for  goods  sold  and  bearing  the  name  of  maker  and  indorser. 
if  discounted,  and  single-name  paper  which  is  largely  discounted  or  sold  to 
provide  cash  in  anticipation  of  future  purchases  and  sales.  Where  the  price  of 
the  commodity  involved  has  been  fixed,  two-name  paper,  so  far  as  the  seller  is 
concerned,  represents  a  closed  transaction,  whereas  in  the  use  of  single-name 
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paper,  representing  as  it  does  principally  money  borrowed  for  future  transac- 
tions, the  price  remains  to  be  fixed  by  seasonal  demand  and  trade  limitations 

2.  From  an  economic  standpoint,  two-name  paper  may  be  regarded  as  having 
no  Inberent  quality  that  will  develop  inflation,  while  single-name  paper,  involv- 
ing, as  previously  stated,  future  transactions,  may  (though  not  necessarily) 
promote  speculation  and  thus  develop  price  Inflation.  Member  banks,  therefore, 
sbookl  carefully  analyze  the  business  on  which  single-name  paper  is  to  be 
predicated,  differentiating  sharply,  for  purposes  of  rediscount,  between  that 
which  is  to  be  used  to  finance  accounts  receivable,  or  strictly  seasonal  require- 
m^ts,  and  that  which  is  to  finance  a  floating  d^bt  or  be  used  for  the  extension 
of  business  that  can  not  be  readily  liquidated. 

3.  Single-name  paper,  secured  or  unsecured,  must  bear  the  name  of  a  solvent 
party  whose  responsibility  is  secured  by  the  filing  of  a  satisfactory  statement 
made  within  one  year  prior  to  the  date  of  the  discount  or  by  the  filing  of  a 
certified  copy  of  such  a  statement  by  a  responsible  person  who  Is  in  possession 
of  the  original. 

4.  Such  paper  must  bear  the  indorsement  of  a  member  bank  and  be  ac- 
companied by  a  statement  attached  to  its  schedule  of  application  for  redis- 
counts,  signed  by  an  oflScer  of  said  bank,  to  the  effect  that  to  said  officer's  best 
knowledge  and  belief  the  proceeds  of  the  notes  discounted  have  been  or  are  to 
be  used  for  commercial,  industrial,  or  agricultural  purposes  of  a  current  nature. 
Such  schedule  of  application  must  be  classified  (on  a  standard  form),  giving 
the  kinds  of  business  supported  by  Individual  items. 

5.  Such  paper  must  have  a  maturity  at  the  time  of  discount  of  not  more  than 
90  days,  except  in  the  case  of  notes,  drafts,  and  bills  drawn  or  issued  for  agri- 
cultural purposes  or  based  on  live  stock,  which  may  have  a  maturity  of  not 
exceeding  six  months.     The  total  amount  of  such  six  months'  paper  to  be 

taken  by  any  one  Federal  reserve  bank,  however,  shall  not  exceed 

per  cent  of  the  capital  of  said  bank. 

&  Any  Federal  reserve  bank  may  discount  acceptances  (bank  or  other  than 
consignee)  based  upon  the  importation  or  exportation  of  goods  and  which  have 
at  the  time  of  discount  a  maturity  of  not  more  than  three  months  and  are  in- 
dorsed by  at  least  one  member  bank.  The  amount  of  acceptances  so  dis- 
counted shall  at  no  time  exceed  one-half  the  paid-up  capital  and  surplus  of  the 
bank  for  which  the  rediscounts  are  made. 

7.  Two-name  paper  must  bear  the  names  of  two  solvent  parties,  the  maker 
and  the  indorser,  the  responsibility  of  one  being  reasonably  assured  by  cus^ 
tomary  credit  statements,  or  the  opinion  of  an  officer  or  director  of  a  member 
bank  formally  stated  and  filed. 

8.  Such  paper  must  bear  the  Indorsement  of  the  member  bank  and  be  submit- 
ted on  a  schedule  separate  and  apart  from  that  used  for  singlename  paper, 
but  similarly  classified  as  to  the  kinds  of  business  involved. 

9.  Such  paper  must  have  a  maturity  at  the  time  of  discount  of  not  more  than 
90  days,  except  as  provided  by  the  act  for  six  months'  paper  based  upon  agri- 
cultural products  or  live  stock. 

10.  It  is  recommended  as  a  general  practice  that  at  least  one  party  involved 
in  the  discount  of  two-name  paper  be  required  to  file  a  statement  with  the 
member  bank. 

FUNCTION  OF  OPEN-MABKET  OPERATIONS. 

At  this  point  some  attention  may  be  given  to  the  question  of  open-market 
operations.  Section  14  of  the  Federal  reserve  act  grants  the  Federal  reserve 
bank  power  to  deal  in  gold  coin  and  bullion,  to  buy  and  sell  bonds  and  notes  of 
a  public  character,  to  purchase  and  sell  bills  of  exchange  with  or  without  its 
indorsement,  and  to  establish  such  agencies  as  it  may  deem  best  for  the  pur- 
pose of  dealing  in  bills  of  this  kind.  It  calls  for  the  formation  of  certain  rules 
and  regulations  by  the  Federal  Reserve  Board,  Involving — 

(o)  Open-market  purchases  of  commercial  paper  and  exchange; 

(6)  Government  bonds  and  short-time  Government,  State,  municipal,  and 
other  bonds,  notes,  and  bills. 

With  reference  to  these  classes  of  business  the  following  points  are  noted : 

(a)  The  scope  of  open-market  operations,  so  far  as  the  question  of  indi- 
▼idnal  and  corporate  credit  is  concerned,  must  rest  largely  with  the  purchas- 
ing bank,  subject  to  suggestions  based  upon  analyses  by  the  credit  department 
of  the  Federal  Reserve  Board.  It  will  be  necessary,  however,  for  the  Federal 
Reserve  Board  from  time  to  time  to  make  regulations  involving— 
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(1)  The  amount  of  any  particular  paper  permitted  to  be  h^d  by  any  one 
bank  and  the  aggregate  ftmount  of  such  paper  to  be  held  by  all  the  Federal 
reserve  banks; 

<2)  The  total  amount  of  all  open-market  purchases  held  by  all  Federal 
reserve  banks. 

The  necessity  for  such  regulations  is  apparent.  The  open-market  section  of 
the  bill  was  primarily  provided  to  give  the  Federal  Reserve  Board  the  neces- 
sary economic  control  of  the  domestic  money  market  and  to  preserve  a  proper 
equilibrium  In  international  relations.  Specific  rules  formulated  in  advance 
on  this  general  subject  are,  of  course,  impracticable.  The  rules  vrhen  estab- 
lished will,  moreover,  have  to  be  varied  somewhat  from  time  to  time. 

(&)  The  Federal  Reserve  Board  should  from  time  to  time  formulate  rules  and 
regulations  covering  purchases  and  sales  Involved  in  subdivision  (^)  of  article 
14,  limiting  the  volume  of  securities  which  it  would  be  appropriate  for  any  one 
Federal  reserve  bank  to  purchase,  and  also  in  contemplation  of  the  aggregate 
volume  held  by  all  such  Federal  reserve  banks.  The  intent  of  the  act  Is  to  haye 
such  securities  purchased,  with  the  exception  of  Government  bonds,  somewhat 
approximate  the  fluid  quality  of  commercial  paper.  It  will  therefore  be 
inadvisable  for  banks  to  purchase  any  revenue  bills  or  bonds  that  are  Isaaed  In 
the  aggregate  in  excess  of  the  amount  of  revenues  received  by  the  reiqiectlye 
States,  districts,  or  municipalities  beyond  the  amount  which  experience  shows 
was  received  on  the  annual  average  of  the  last  preceding  two  years.  No  bills  or 
bonds  should  be  purchased  which  are  not  Issued  in  anticipation  of  specific 
levies  or  revenues.  Federal  reserve  banks  should  file  with  the  Federal  Reserve 
Board  comprehensive  statements  involving  the  experience  of  all  districts  and 
municipalities  in  relation  to  taxes  and  revenues  received,  and  amounts  bor- 
rowed for  the  last  preceding  two  years,  when  purchases  are  contemplated. 

Banks  desirous  of  purchasing  Irrigation,  drainage,  and  reclamation  district 
obligations  maturing  within  six  months  shall,  prior  to  making  such  purchases, 
file  with  the  Federal  Reserve  Board  a  statement  of  revenues,  expenditures,  and 
borrowings  of  such  districts  for  the  last  preceding  three  yeara  In  all  cases 
both  as  to  State,  municipal,  irrigation,  drainage,  or  reclamation  short-time 
struments,  where  any  question  is  involved  not  herein  covered,  specific  action 
will  be  taken  by  the  Federal  Reserve  Board  based  upon  the  facts  presented. 

The  open-market  provisions  of  the  act  are  of  very  large  Importance  in  two 
ways: 

(a)  In  permitting  Federal  reserve  banks  to  place  their  resources  at  the  dis- 
posal of  constituent  or  member  banks  even  when  such  constituent  or  member 
banks  do  not  apply  for  rediscounts.  Inasmuch  as  the  law  allows  the  reserve 
banks  to  buy  the  paper  directly  in  the  open  market  and  thereby  to  Insure 
the  placing  of  its  funds  in  active  use  should  occasion  demand. 

(&)In  permitting  a  reserve  bank  in  one  district  which  has  surplus  funds  to 
relieve  the  strain  upon  reserve  banks  in  other  districts  by  buying  such  surplus 
of  paper  as  may  have  come  upon  the  market  in  those  districts,  thereby  pre- 
venting banks  in  these  places  from  being  compelled  to  refuse  to  grant  redis- 
counts in  cases  where  the  supply  of  paper  is  in  excess  of  the  capacity  of  the 
banks  to  take  care  of  at  the  seasons  of  the  year  when  an  exceptional  degree 
of  strain  has  made  Itself  felt.  • 

Much  has  been  said  of  the  effect  of  the  open-market  transaction  In  enabling 
the  reserve  bank  to  get  funds  out  into  active  use  at  times  when  they  would 
otherwise  be  out  of  use.  There  are  some  limitations  upon  this  Idea  that  have 
probably  not  been  sufiiclently  considered.  Under  ordinary  circumstances  the 
reserve  banks  will  not  compete  with  their  own  members,  and  while  they  may 
be  expected  to  compete  with  certain  individual  banks  even  among  their  own 
stockholders  under  special  or  peculiar  circumstances,  they  will  naturally  do 
so  only  when  such  action  Is  rather  urgently  demanded.  A  quite  different  con- 
dition of  affairs  will  exist  with  reference  to  the  open-market  transactions 
relating  to  paper  put  out  in  other  districts  In  so  far  as  this  represents  a  field 
of  activity  which  is  not  occupied,  or  occupied  only  In  a  limited  degree  by 
individual  banks,  the  reserve  banks  may  be  expected  to  become  active  buyers 
of  paper  originating  in  such  other  dlstrlct& 

FOBEIGX  EXOHANOB  OPEBATIONS. 

The  second  principal  element  In  the  business  of  the  Federal  reserve  banks 
will  be  that  of  dealing  in  foreign  exchange  and  of  transmitting  funds  abroad. 
Precisely  what  relation  this  business  will  bear  to  the  general  business  of  the 
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reseiTe  banks  themaelves  can  not  be  predicted,  and  will  undoubtedly  vary  con- 
siderably ftx>m  bank  to  bank,  according  to  the  particular  type  of  bui^neBs  devel- 
oped in  each  of  the  aev^aJ  institution&  At  some  of  the  banks  the  foreign 
excbange  seryice  may  at  timea  be  of  preix)nderating  Importance,  while  at  others 
it  is  entirely  possible  that  the  work  may  be  sporadic  or  incidentaL  In  the  case 
of  some  of  the  banks  it  may  be  found  desirable  to  conduct  the  exchange  opera- 
tions entirely  thorough  the  medium  of  other  reserve  banks. 

Nevertheless  the  conduct  of  the  exchange  operations  for  the  i^stem  as  a 
whole  will  be  of  primary  importance  and  will  amount  to  a  general  control  of 
tlie  foreign  financial  and  monetary  relationships  of  the  United  States. 

The  provision  of  the  Federal  reserve  act  relating  to  foreign  exchange  opera- 
tions is  f6und  in  section  14,  where  it  is  provided  that  the  banks  cdiall  have 
authority: 

**  To  open  and  maintain  banking  accounts  in  foreign  countries,  appoint  corre- 
spondents, and  establish  agencies  in  such  countries  wheresoever  it  may  deem 
best  for  the  purpose  of  purchasing,  selling,  and  collecting  bills  of  exchange,  and 
to  boy  and  sell,  with  or  without  its  indorsement,  through  such  correspondents 
or  agencies,  bills  of  exchange  arising  out  of  actual  commercial  transactions 
which  have  not  more  than  90  days  to  run  and  which  bear  the  signature  of  two 
or  more  responsible  partiea" 

The  banks  are  also  authorized — 

"To  buy  and  sell  at  home  or  abroad  bonds  and  notes  of  the  United  States 
and  bills,  notes,  revenue  bonds  and  warrants  with  a  maturity  from  the  date  of 
porchase  of  not  exceeding  six  months,  issued  in  anticipation  of  the  collection  of 
taxes  or  in  anticipation  of  the  receipt  of  assured  revenue." 

In  section  13,  it  is  provided  that — 

**  The  rediscount  by  any  Federal  reserve  bank  or  any  bills  receivable  and  of 
domestic  and  foreign  bills  of  exchange,  and  of  acceptances  authorized  by  this 
act,  shall  be  subject  to  such  restrictions,  limitations,  and  regulations  as  may  be 
imposed  by  the  Federal  Reserve  Board." 

It  is  thus  seen  that  the  Federal  reserve  act  makes  express  provision  not  only 
for  dealing  in  foreign  exchange  and  securities,  but  also  for  the  mechanism 
i^^<^e8sary  far  such  exchange  transactions  and  finally  for  the  regulation  and 
control  both  of  the  foreign  agencies  and  of  the  transactions  theniselves  by  the 
Federal  Reserve  Board  through  its  regulations. 

It  is  therefore  necessary  to  Indicate  first  of  all  the  conditions  under  which 
^e  reserve  banks  slK>uld  operate  abroad  and  their  relations  to  the  member 
^^^Jiks  engaged  in  similar  business  as  well  as  to  one  another. 

It  is  recommended  that  above  all  in  dealing  in  foreign  exchange  the  Federal 
f^B^rve  banks  should  act  together  as  a  unit.  While  this  is  not  necessary,  and 
^hile  the  reserve  banks  could  undoubtedly  do  a  successful  foreign  exchange 
Cosiness  independently  of  one  another,  each  establishing  its  own  agencies  as  it 
^w  fit,  it  is  believed  that  better  results  would  be  obtained  if  the  reserve  banks 
^t  least  had  general  knowledge  of  one  another*s  transactions  and  were  required 
^0  act  together  so  far  as  conditions  would  permit.  It  is,  therefore,  recom- 
niended  that  the  policy  to  be  prescribed  with  reference  to  foreign  exchange  by 
the  Federal  Reserve  Board  shall  be  uniform  and  that  there  shall  be  as  little 
^opportunity  as  possible  fbr  the  development  of  conflicting  or  unnecessarily 
^duplicating  orders  and  i)oliclee.  Moreover,  it  is  believed  that  the  establishment 
^f  agencies  by  each  and  every  one  of  the  banks  would  be  an  unnecessary  ex- 
I^^i^.  It  is,  therefore,  suggested  that  in  selecting  agents  or  in  establishing 
ofliees  abroad,  the  reserve  banks  shall  be  required  to  act  Jointly.  Joint  offices 
'or  all  the  reserve  banks  will  ultimately  need  to  be  established  in  each  of  the 
PHndpal  flnanclat  centers  in  foreign  countries,  and  pending  the  time  that  such 
Joint  office  is  established,  it  is  recommended  that  consent  be  given  only  to  the 
^abllshment  of  agencies  which  shall  jointly  act  for  all  of  the  Federal  reserve 
toanks.  The  details  of  this  proposal  will  be  fully  considered  in  connection  with 
the  question  of  establishing  branches  in  general. 

GENERAL   SCOPE  OF  FOBEIGN  OPERATIONS. 

It  is  possible  that  the  foreign  .operations  of  the  Federal  reserve  bank  will 
^ot  be  large  at  first.  The  ordinary  clearance  operations  of  commerce  are 
^ndled  eagerly  and  adequately  by  banks  already  engaged  in  foreign  exchange, 
^cept  in  cases  of  stress,  all  exchange  Is  easily  absorbed  at  the  current  price, 
^t  will  be  necessary,  however,  for  the  reserve  bank  to  stand  ready  to  negotiate 


158     ANNUAL  BEPOBT  OF  THE  FEDEBAL  RESERVE  BOARD. 

all  bills  of  exchange  that  may  come  to  it  from  member  bankis  in  outlying  com- 
munities or  from  other  reserve  banks.  Rather  should  the  position  of  the  re- 
serve bank  in  this  field  be  that  of  an  overflow  reservoir,  recouping  Its  balances 
from  the  credits  created  abroad  by  other  banks  engaged  in  such  business  and 
making  such  advances  from  time  to  time  as  may  be  necessary  to  facilitate 
absorption  of  exchange  or  protect  gold  reserves — that  is  to  say,  not  Interfering 
with  member  banks,  but  operating  rather  from  a  broad  economic  standpoint. 
The  reserve  bank  can  act  as  the  medium  through  which  the  necessities  of  the 
post  office  for  foreign  exchange  to  meet  the  requirements  of  the  foreign  money- 
order  division  may  be  liquidated,  and  otherwise  as  foreign  fiscal  agent  of  the 
Government,  but  most  give  due  consideration  to  the  development  of  offsetting 
business.  It  may  be  needless  for  many  of  the  reserve  banks  to  enter  the  foreign 
field,  much  depending  upon  their  cooperation  through  a  common  agency.  It  is 
a  matter  of  grave  doubt  as  to  whether  It  will  be  necessary  for  more  than  one 
to  do  so  at  the  start,  as  even  under  present  conditions  the  foreign-exchange 
market  for  all  banks  engaged  in  foreign  exchange  wheresoever  located  is  in 
New  York  City.  However  this  may  be,  the  relations  of  the  Federal  reserve 
banks  and  either  member  or  nonmeml>er  banks  in  the  foreign-exchange  field 
should  be  sympathetic.  The  Federal  reserve  bank  should  have  perfected  all 
the  machinery  to  make  it  a  dominant  leader  to  marshal  the  collective  forces  of 
the  exchanges  in  times  of  stress. 

FOREIGN  REPRESENTATIVES. 

Arrangements  will  necessarily  be  made  as  soon  as  feasible  to  secure  banking^ 
connections  In  all  of  the  principal  banking  centers  of  the  world.  It  will  be 
unnecessary  to  establish  actual  branches  in  all  tihose  places  where  there  are 
already  good  banking  facilities,  unless  the  Federal  Reserve  Board  should  deem 
it  wise  to  do  so  after  a  general  survey  of  the  whole  field.  The  existing  facili- 
ties afforded  by  foreign  banks,  or  even  by  branches  of  American  banks,  will 
afford  all  that  would  be  supplied  by  an  independent  branch.  Whether  it  will 
be  deemed  best  in  spite  of  this  fact  to  create  actual  branches  with  independent 
banking  houses  and  assigned  capital  In  all  places  where  good  banking  facili- 
ties already  exist  is  a  matter  of  policy  as  to  which  no  definite  statement  can 
here  be  made.  The  general  question  of  branches  and  the  creation  of  such 
branches  abroad  will  be  given  special  attention  at  a  later  point,  to  which  atten- 
tion is  accordingly  directed.  It  will  at  all  events  be  found  that  in  not  a  few 
places  the  appointment  of  representatives  will  probably  be  necessary,  owing 
to  the  fact  that  adequate  banking  facilities  for  the  promotion  of  American 
commerce  are  not  available  there. 

CONDUCT  or   BUSINESS. 

It  is  recommended  that  the  service  of  a  foreign  exchange  expert  of  known  ability 
who  is  at  the  same  time  familiar  with  banking  in  its  broadest  sense  shall  be 
secured.  This  expert  should  probably  be  given  the  rank  of  an  officer  correspond- 
ing to  that  of  a  vice  president  in  an  ordinary  bank.  Under  his  direction  and 
through  the  medium  of  a  deputy  acting  as  his  assistant  the  foreign  operations 
of  the  bank  should  be  carried  on.  This  foreign  exchange  expert  will  find  it 
desirable  at  the  outset  to  secure,  without  delay,  connections,  whether  through 
the  creation  of  branches  or  not,  as  may  later  be  decided,  with  the  principal 
Euroi)ean  centers,  particularly  including  London.  Paris,  Berlin,  Hamburg,  Frank- 
fort, Antwerp,  Amsterdam,  Rome,  Naples,  Vienna,  St.  Peteraburg,  and  Zurich. 
Exchange  should  be  acquired  by  him  with  prudence  and  Judgment  as  to  money 
market  conditions  at  all  points,  the  major  portion  of  resulting  balances  being, 
of  course,  held  in  London.  His  funds  thus  obtained  should  be  employed  in  the 
purchase  of  short-term  paper  and  bills  of  exchange,  as  specified  under  the  law, 
according  as  business  requirements  demand.  The  rule  to  be  observed,  however, 
should  be  that  of  having  the  holdings  of  exchange  in  the  most  liquid  form. 
Dealings  In  exchange  should  be  carried  on  both  at  home  and  abroad,  but  it 
would  probably  be  inadvisable  to  enter  the  field  as  an  aggressive  operator.  The 
iwlicy  to  be  constantly  observed  is,  unquestionably,  that  of  providing  a  secondary 
reserve  for  the  reserve  bank.  Precisely  how  much  should  be  regularly  invested 
in  exchange  with  this  object  in  view  can  not  be  laid  down  In  any  definite  man- 
ner, and,  as  will  be  later  indicated,  could  at  most  be  limited  to  a  given  percent- 
age of  the  operations  of  the  reserve  bank,  although  even  that  Is  not  in  this  dia- 
cussion  definitely  fixed.    The  funds  invested  in  exchange  will,  of  course,  return 
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an  iDcome,  but  the  prlziclpal  object  should  be,  as  already  stated,  that  of  provid- 
ing the  secondary  reserve  referred  to.  It  is  probable  that  ultimately  a  con- 
siderable quantity  of  ordinary  exchange  operations  will  be  undertaken  by  the 
reserve  banks  engaged  in  this  branch  of  business,  but  no  steps  should  be  taken 
to  force  such  a  growth,  It  being  permitted  rather  to  gain  a  natural  development 
incident  to  the  regular  progress  of  the  institution  carrying  on  the  operations. 

For  the  purpose  of  making  clear  the  details  of  policy  which  must  be  observed 
in  carrying  on  the  foreign  exchange  business  of  the  reserve  banks  upon  the 
basis  already  described,  a  complete  set  of  regulations  designed  to  govern  the 
management  of  the  foreign  exchange  department  of  the  reserve  bank  has  been 
worked  out  as  an  element  in  this  discussion. 

They  are  as  follows : 

I.    MANAGER. 

(a)  There  shall  be  in  charge  of  the  foreign  exchange  department  of  each 
Federal  reserve  bank,  if  such  a  department  be  developed,  an  official  to  be  known 
as  the  "  Manager  of  the  foreign  exchange  department,"  selected  by  the  board 
of  directors,  who  shall  receive  an  annual  remuneration  to  be  decided  by  the 
board. 

(b)  This  official  shall  have  been  actively  engaged  and  be  experienced  in 
foreign-exchange  operations. 

(c)  Upon  appointment  the  official  mentioned  shall  furnish  bond  of  good  and 
sofBcioit  surety  in  amount  of  $ 

(d)  The  duties  of  the  manager  of  the  exchange  department  shall  be  to  control 
the  fundfrof  the  reserve  bank  carried  in  foreign  exchange.  He  shall  have  entire 
charge  of  the  buying  and  selling  of  all  checks,  drafts,  demand  or  time,  cable 
transfers^  bills  of  exchange,  gold  coin,  bullion,  and  any  other  instruments, 
wcorities,  properties,  and  commodities  that  the  reserve  bank  is  authorized  to 
buy  or  sell  under  the  law,  subject  to  the  regulations  hereinafter  provided. 

(e)  The  manager  shall  have  the  power  to  employ,  through  the  channels 
provided  in  the  regulations,  such  assistants  as  he  may  deem  necessary  to  carry 
on  the  business  of  his  department.  He  shall  make  such  recommendations  as 
he  may  deem  advisable  for  the  expansion  or  improvement  of  the  bank's  foreign- 
exchange  operations  to  the  president. 

(/)  He  or  his  assistants  shall,  through  the  usual  clerical  channels,  submit 
<iaily  to  the  president  a  report  of  his  operations,  showing  purchases  and  sales 
of  exchange,  prices  at  which  such  purchases  and  sales  were  made,  and  the 
disposition  of  the  reserve  bank's  foreign  balances.  It  shall  be  his  duty,  or  that 
of  his  designated  assistants,  to  authorize  all  transactions,  approving  all  pur- 
chases, sales,  and  other  operations,  subject  to  the  rules  and  regulations  of  the 
board  of  directors.  There  shall  also  be  submitted  to  the  board  of  directors  and 
to  the  Federal  Reserve  Board  a  monthly  report  and  such  other  reports  as  the 
Federal  Reserve  Board  may  deem  advisable  or  necessary. 

ig)  He  shall  have  general  supervision,  under  the  direction  of  the  president, 
of  the  exchange  operations  of  all  of  the  bank's  foreign  agencies  and  branches. 
The  board  of  directors  shall  arrange'  for  systematic  reports  from  all  foreign 
agents  and  managers  of  foreign  branches. 

(h)  There  shall  also  be  selected  by  the  board  of  directors  an  assistant 
manager,  who  shall  act  as  general  assistant.  Before  receiving  appointment  he 
shall  comply  with  the  requirements  of  paragraphs  B  and  C.  He  shall  receive 
&  comx)ensation  to  be  decided  by  the  board. 

II.   FUNDS  TO  BE  INTESTBD   IN   FOREIGN  EXCHANGE. 

(a)  Unless  at  the  express  direction  of  the  board  of  directors  or  the  Federal 
Heaerve  Board,  there  shall  at  no  time  be  invested  in  foreign  exchange  an  amount 

exceeding  per  centum  of  the  reserve  bank's  demand  liabilities  after 

deducting  from  the  total  of  such  demand  liabilities  the  total  of  gold  and  lawful 
money  on  hand  or  in  transit  to  the  bank,  such  sura  invested,  however,  not  to 
Include  the  working  capital  of  any  branch  that  may  be  established  in  accordance 
with  the  law.  Any  Federal  reserve  bank  not  regularly  engaged  in  foreign- 
exchange  operations  may,  at  the  discretion  of  its  board  of  directors,  invest  in 
foreign  exchange  or  transact  any  and  all  foreign  business  eligible  under  the 
law  and  clear  such  transactions  with  foreign  countries  through  the  medium  of 
the  foreign  department  of  any  other  reserve  bank  that  may  be  actively  engaged 
in  foreign  operations,  and  such  other  Federal  reserve  bank  shall  separately 
record  any  and  all  foreign  transactions  it  may  perform  for  any  reserve  bank 
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independent  of  its  own  operations  and  shall  render  a  separate  and  distinct 
accounting  tberefor  an'l  may  receive  a  comi)en8ation  from  sucli  other  Federal 
reserve  bank  for  so  acting,  such  compensation  to  be  fixed  by  the  Federal  Reserve 
Board  on  the  basis  of  the  periodical  turnover. 

(&)  When  gold  coin  or  bullion  is  purchased  in  foreign  countries  out  of  the 
amount  invested  by  a  reserve  bank  in  foreign  exchange  for  the  purpose  of 
importation  into  the  United  States,  such  amount  shall  Immediately  be  deducted 
from  the  total  carried  as  foreign  exchange  and  shall  be  regarded  as  part  of 
the  gold  reserve  of  the  bank. 

(c)  When  importations  of  gold  are  desired^  at  the  discretion  of  the  board 
of  directors  or  at  the  direction  of  the  Federal  Reserve  Board,  banks  or  bankers 
may  be  employed  to  import  gold  for  the  account  of  a  Federal  reserve  bask. 
In  such  cases  the  gold  coin  or  bullion  must  be  consigned  to  the  Federal  reserve 
bank  making  the  advance,  and  shall  be  regarded  as  part  of  the  gold  reserve 
of  the  Federal  reserve  bank  when  in  transit 

(d)  No  clean  bill  of  exchange  drawn  on  parties  other  than  banks  or  bankers 
shall  be  negotiated  by  a  Federal  resetve  bank  without  the  indorsement  of  a 
member  bank. 

(e)  Clean  bills  of  exchange  drawn  on  banks  or  bankers  at  longer  time 
than  sight  (such  maturities,  however,  not  to  exceed  90  days  sight)  may  be 
negotiated  by  a  Federal  reserve  bank  upon  the  guaranty  of  acceptance  of  a 
member  bank. 

(/)  Documentary  bills  of  exchange  drawn  on  parties  other  tlian  banks  or 
bankers  at  longer  time  than  sight,  provided,  however,  at  not  longer  than  90 
days  sight,  and  where  the  documents  are  deliverable  upon  acceptance,  may 
be  purchased  by  a  Federal  reserve  bank  only  with  the  indorsement  of  a  mem- 
ber bank. 

(g)  All  documentary  bills  of  exchange  drawn  on  banks  or  bankers  of  what- 
soever tenor  in  accordance  with  section  13  of  the  Federal  reserve  act  may  be 
negotiated  by  the  Federal  reserve  bank  with  the  guaranty  of  acceptance  of 
a  member  bank. 

(h)  Cable  transfers,  checks,  drafts,  and  bills  of  exchange  drawn  by  responsi- 
ble  banks  or  bankers,  at  the  discretion  of  the  manager,  may  be  purchased  by 
the  Federal  reserve  bank,  subject  to  regulations  of  the  board  of  directors 

(i)  The  liability,  direct  or  contingent,  unless  secured,  of  any  bank  or  banker 

member  or  nonmember  shall  at  no  time  exceed per  centum  of  the  capital, 

surplus,  and  undivided  profits  of  such  bank  or  banker  where  the  amount  of 
capital,  surplus,  and  undivided  profits  is  published  by  requirement  of  law. 
Where  such  capital,  surplus,  and  undivided  profits  is  not  so  determinable,  to 
not  exceed  an  amount  to  be  fixed  as  a  line  by  the  board  of  directors,  subject  to 
review  by  the  Federal  Reserve  Board. 

(/)  The  outstanding  liability  of  any  foreign  individual,  firm,  corporation, 
bank,  or  banker,  by  reason  of  acceptance  on  unmatured  bills  of  exchange  held 

or  rediscounted  by  the  reserve  bank  shall  at  no  time  exceed per  centum 

of  the  capital,  surplus,  and  undivided  profits  of  such  bank  or  corporation,  and 
where  the  capital,  surplus,  or  undivided  profits  are  not  so  determinable,  to  not 
exceed  an  amount  to  be  fixed  by  the  board  of  directors,  subject  to  review  by 
the  Federal  Reserve  Board. 

(k)  The  liability  of  any  individual,  firm,  or  corporation  as  drawer  or  In- 
dorser  of  any  check,  draft,  bill  of  exchange,  or  other  instrument  negotiated 
by  a  Federal  reserve  bank  in  its  foreign  operations  shall  not  exceed  a  line  to 
be  fixed  by  the  board  of  directors,  subject  to  review  by  the  Federal  Reserve 
Board,  and  a  record  shall  be  kept  of  the  total  liabilities  of  each  individual, 
firm,  or  corporation. 

(MA  Federal  reserve  bank  shall  not  purchase  and  have  outstanding  at  any 
time  in  unmatured  drafts  drawn  on  foreign  points,  where  the  documents  under- 
lying such  drafts  are  to  be  surrendered  against  payment  only,  an  amount  in 
excess  of per  centum  of  the  total  amount  available  for  use  in  foreign  ex- 
change operations  by  such  Federal  reserve  bank. 

(m)  A  Federal  reserve  bank  shall  purchase  foreign  gold  coins  of  fineness 
fixed  under  the  laws  of  the  country  where  such  coins  were  minted  at  the  mint 
price  of  $20.6718-f  per  fine  ounce  whenever  such  coins  are  presented  to  it, 
and  such  coins,  whensoever  and  howsoever  acquired,  shall  constitute  a  part  of 
the  gold  reserve  of  the  bank;  providing,  however,  that  at  no  time  does  such 

amount  of  foreign  gold  coins  exceed  in  amount per  centum  of  the  amount 

of  gold  the  bank  is  obliged  to  maintain  by  law. 
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(»)  Whenever  a  Federal  reserve  bank  purchases  cable  transfers  from  mem- 
ber or  nonmember  banks  or  bankers,  or  any  other  parties  whatsoever,  pay- 
ment for  the  equivalent  shall  not  be  made  until  the  reserve  bank  Is  advised  by 
telegraph  of  the  receipt  of  such  payment  by  Its  foreign  agent  or  branch,  unless 
otherwise  guaranteed. 

(0)  Whenever  the  Federal  reserve  bank  sells  cable  transfers  it  shall  be  In 
receipt  of  payment  before  It  may  direct  such  transfer. 

(p)  On  all  purchases  or  sales  of  bills  of  exchange  and  other  Instruments 
except  cable  transfers  by  a  reserve  bank  payment  shall  be  made,  In  the  case  of 
purchase  to  and  In  the  case  of  sale  by  a  Federal  reserve  bank,  Immediately 
upon  delivery  of  the  bills  of  exchange  or  other  Instruments  purchased  or  sold. 

(9)  Any  or  all  of  the  restrictions  imposed  by  these  regulations  may  be 
temporarily  suspended  by  the  Federal  reserve  agent,  subject  to  review  by  the 
Federal  Reserve  Board. 

III.    COaBESPONDSNTS. 

(a)  There  may  be  selected  as  required  In  each  principal  banking  ceiter  of 
the  world  at  least  one  bank  or  banker  as  correspondent,  subject  to  the  consent 
of  the  Federal  Reserve  Board.  From  time  to  time,  or  as  the  requirements  of 
increased  business  may  direct  and  subject  to  the  consent  of  the  Federal  Re- 
serve Board,  the  number  of  correspondents  In  any  banking  center  may  be  in- 
creased to  two,  except  as  provided  in  the  following  paragraph. 

(5)  Wherever  possible  all  correspondents  of  the  Federal  reserve  banks 
shall  be  branches  of  American  banks  established  in  such  foreign  banking  cen- 
ters^  and  where  there  may  be  more  than  one  branch  of  an  American  bank  the 
business  of  the  Federal  reserve  bank  shall  be  distributed  among  such  branches 
in  the  approximate  ratio  that  the  several  banks'  capital  and  surplus  shall  bear 
to  each  other. 

(c)  Such  correspondent  shall  'render  a  daily  report  of  receipts,  disburse- 
ments, discounts,  and  any  and  all  operations  undertaken  at  the  direction  of  or 
for  the  account  of  a  Federal  reserve  bank. 

(d>  Such  correspondent  shall  render  a  monthly  statement  of  the  account  of 
each  Federal  reserve  bank  showing  in  detail  all  entries  to  its  account  and  a 
memorandum  of  all  interest  accrued  and  charges,  showing  such  charges  in 
detalL  It  shall  further  send  a  monthly  schedule  of  all  bills  of  exchange,  drafts, 
or  other  instruments,  or  other  property  that  it  may  hold  on  behalf  of  a  Federal 
reserve  bank,  indicating  amount,  drawee  or  acceptor,  maturity,  and  collateral 
to  such  instrument,  if  any. 

(e)  Such  correspondent  shall  once  each  week  provide  each  reserve  bank  with 
a  statement  of  the  contingent  liabilities  of  the  reserve  bank  by  virtue  of  indorse- 
ment on  bills  of  exchange  or  other  instruments  which  have  been  discounted  or 
sold  on  behalf  of  and  for  the  account  of  the  reserve  bank. 

(/)  There  shall  exist  between  the  reserve  banks  and  correspondents  a  secret 
code  suitable  to  the  transaction  of  their  operations  and  messages  under  such 
code  shall  be  protected  by  a  cipher  in  the  possession  of  the  senior  officers  of  the 
reserve  banks,  the  managers,  and  their  Inuuediate  assistants. 

IV.   BBANCHBS. 

(a)  The  board  of  directors  of  each  Federal  reserve  bank  may  from  time  to 
time,  subject  to  the  consent  of  the  Federal  Reserve  Board,  establish  su^ 
foreign  branches  as  may  be  deemed  necessary  or  expedient,  and  unless  at  the 
express  direction  of  the  board  of  directors  or  the  Federal  Reserve  Board  each 

branch  shall  use  (as  fixed  worldng  capital)  an  amount  not  in  excess  of 

per  centum  of  such  reserve  bank's  demand  liabilities  after  deducting  from  such 
liabilities  the  amount  of  gold  and  lawful  money  on  hand  or  in  transit  to  the 
bank. 

(6)  All  foreign  branches  shall  be  officered  by  the  following,  seniority  in  the 
order  given:  (1)  Manager,  (2)  assistant  manager,  (3)  accountant 

(c) 'These  officers  shall  receive  remuneration  to  be  fixed  by  the  board  of 
directors. 

id)  The  manager  shall  have  entire  charge  of  the  branch,  subject  to  the 
direction  of  the  Federal  reserve  bank  or  banks  creating  such  branch*.  His 
duties  shall  consist  of  selecting  the  branch's  Investments,  developing  new  busi- 
ness, buying  and  selling  bills  of  exchange,  gold  coin,  bullion,  obligations  of  the 
United  States,  or  any  other  security  eligible  by  law  to  be  negotiated,  subject 

75913"— 15 ^11 


162  ANNUAL  BEPOBT  OF  THE  FEDEBAL  BESEBVE  30ABD. 

to  the  regulations  of  the  home  office.  He  and  his  assistants  shall  be  responsible 
for  all  monies,  securities,  and  any  and  all  assets  of  the  branch  and  shall  make 
such  provision  for  their  safeguarding  as  may  be  deemed  necessary. 

(e)  The  assistant  manager  shall  have  charge  of  the  staff  and  the  office,  and 
shall  assume  charge  in  the  absence  of  the  manager. 

(/)  The  accountant  shall  have  entire  charge  of  the  accounts  and  records  of 
the  branch.  He  and  his  assistant  or  assistants  shall  make  such  examinations 
from  time  to  time  as  they  may  deem  necessary  or  as  they  may  be  directed.  He 
shall  render  a  daily  balance  sheet  to  the  manager  and  slmll  submit  to  the 
reserve  bank  such  statements  of  the  affairs  of  the  branch  as  are  required  by  the 
regulations.  In  the  absence  or  disability  of  both  the  manager  and  assistant 
manager,  the  accountant  shall  assume  charge  of  the  branch. 

iff)  A.  branch  shall  make  a  daily  report  by  maU  of  its  operations  to  the 
reserve  bank,  accompanying  which  shall  appear  the  copy  of  the  balance  sheet 
of  such  branch  as  of  the  close  of  business  the  preceding  day,  and  shall  submit 
a  weekly  report  of  all  contingent  liabilities  by  indorsement  of  bills,  etc.,  sold 
or  discounted,  and  shall  further  submit  a  list  of  all  liability  of  individuals, 
firms,  or  corporations  to  the  branch  whether  as  drawer,  indorser,  guarantor,  or 
acceptor. 

(/^)  On  the  last  day  of  each  calendar  month  the  books  of  a  branch  shall  take 
up  in  its  profit  and  loss  accounts  and  expense  accounts  all  interest,  commissions, 
expenses,  and  aU  other  determinable  incomes  or  expenditures,  and  an  analysis 
thereof  shall  be  submitted  over  the  manager's  signature  to  the  reserve  bank 
in  duplicate — one  copy  to  the  president  of  the  reserve  bank  and  tiie  other  to 
the  manager  of  the  foreign-exchange  department 

(i)  A  schedule  of  all  bills  of  exchange,  drafts,  checks,  notes,  or  other  secnri* 
ties  and  properties  held  by  the  branch  sliall  be  submitted  once  each  month; 
such  schedule  shall  indicate  amount,  drawee,  acceptor,  or  payor,  tenor,  maturity, 
and  collateral,  if  any. 

U)  As  of  the  close  of  business  the  last  days  of  February,  May,  August,  and 
November,  the  books  of  each  branch  shall  be  closed,  clearing  into  profit  and 
loss  all  amounts  standing  or  accrued  as  income,  or  expense,  and  after  charging 
off  all  bad  debts  the  balance  in  profit  and  loss  shall  be  transferred  to  the 
reserve  bank. 

(ft)  All  losses  shall  be  reported  to  the  reserve  bank  over  the  signatures  of 
at  least  two  officers.  Assets  of  questionable  value  shall  be  reported  to  the 
reserve  bank  and  upon  confirmation  from  the  reserve  bank  may  be  written  off. 

(2)  No  clean  bill  of  exchange,  unless  drawn  by  a  bank  or  banker,  shall  be 
purchased  by  any  branch  except  with  the  consent  of  at  least  two  of  the  three 
officers  of  the  branch,  or  a  line  on  any  name  may  be  fixed  by  at  least  two 
officers  of  the  branch  within  which  line  the  clean  bills  of  any  individual,  firm, 
or  corporation  may  be  bought  All  matters  of  credit  and  responsibility  of 
parses  shall  be  subject  to  the  concurrence  of  at  least  two  officers,  and  further 
subject  to  approval  by  the  home  office. 

(m)  No  draft  drawn  under  a  letter  of  credit  may  be  purchased  by  any  branch 
unless  a  specimen  of  letter  of  credit  and  signature  of  the  party  who  issued  it 
are  on  file,  or  unless  confirmation  has  been  received  direct  that  such  a  credit 
is  open  and  that  drafts  thereunder  may  be  negotiated. 

(n)  The  manager  may  at  his  discretion  deal  in  or  make  loans  on  gold  coin 
or  bullion,  and  shall  cause  to  be  rendered  to  the  reserve  bank  a  detailed  state- 
ment of  such  operations.  The  statement  to  indicate  f&ce  value,  weif^t,  fineness, 
and  specific  value. 

V.   ACCOUNTIKG   OF  FORaiON-SXCHAKGB  DBPABTHBNT. 

(a)  The  regulations  covering  the  accounting  system  of  the  Federal  reserve 
bank  shall  apply  to  the  branches. 

(h)  The  books  of  the  foreign-exchange  department  shall  be  as  foUows:  1, 
General  ledger;  2,  general  balance  sheet;  8,  Journal;  4,  cash-receipts  book; 
5,  cash-disbursements  book;  6,  agency  ledger;  7,  branch  ledger;  8,  liability 
ledger;  9,  remittance  records;  10,  draft  records;  and  any  other  books  that  may 
become  necessary  from  time  to  time  in  the  opinion  of  the  auditor. 

(o).  All  books  shall  be  bound  books,  except  in  cases  where  expediency  requires 
it  the  books  may  be  loose  leaf,  to  which  exceptions,  however,  the  auAtor  must 
concur,  and  such  provisions  that  he  may  make  in  the  use  of  loose-leaf  records 
shall  be  complied  with. 

(d)  The  general  ledger  of  the  department  ^hall  carry  the  control  on  all 
accounts  in  the  department,  showing  each  account  separately,  except  in  such 
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cases  as  the  liabilities  (see  xmr.  N),  wherein  one  amount  may  be  shown  to 
control  all  accounts.  The  general  ledger  shall  be  posted  dally  in  Ink,  and 
each  page  footed  in  ink  and  carried  forward. 

(e)  The  general  balance  sheet  shall  be  a  columnar  book  showing  the  daily 
balances  in  each  account  on  the  general  ledger. 

(/)  The  journal  shall  take  up  all  entries  not  properly  handled  in  the  cash 
receipts  or  disbursement  books,  remittance  or  draft  records.  It  shall  be  a  col- 
umnar book,  and  after  proof  a  recapitulation  thereof  shall  be  taken  off  and 
handed  to  the  general  bookkeeper. 

iff)  The  cash  receipts  book  shall  record  all  receipts  of  cash  or  chec(cs  from 
whatsoever  sources.  All  receipts  of  cash,  unless  controlled  by  preceding 
entries,  shall  be  acknowledged,  a  copy  of  which  receipt  shall  be  taken  up  by 
the  officer  signing  the  original,  and  handed  to  the  auditor.  After  proof  each 
night  a  recapitulation  shall  be  taken  off  and  handed  to  the  general  bookkeeper 
of  the  department 

(A)  The  cash  dlsbursemeits  book  shall  record  all  cash  paid  or  checks  drawn. 
Unless  such  payment  is  controlled  by  previous  entry  no  disbursement  may  be 
made  without  an  order,  initialed  by  the  chief  deputy,  his  assistant,  or,  in  their 
absence,  some  temporary  authority  conferred  by  the  president.  After  proof 
each  night,  a  recapitulation  shall  be  taken  off  and  handed  to  the  general  book- 
keeper of  the  department. 

(i)  The  agency  ledger  shall  record  the  transactions  between  the  bank  and 
its  foreign  agenta  It  shall  be  posted  each  day  from  the  books  of  original  entry, 
proved  to  the  control  on  the  general  ledger  at  least  once  a  week,  reconciled 
and  closed  quarterly.  As  statements  are  received  monthly  they  shall  be  veri- 
fied to  the  postings  made  from  returns  indicated  by  the  daily  advices  of  the 
foreign  agents.  All  charges  incidental  to  the  agent's  operations  must  be  re- 
corded in  a  book  provided  for  the  purpose  and  verified  and  initialed  by  the 
deputy  or  his  assistant,  and  subsequently  checked  and  approved  by  the  auditor. 

(/)  The  branch  ledger  shall  show  the  accounts  of  the  branches  with  the  head 
office;  this  ledger  shall  be  posted  from  books  of  original  entry,  proved  once  a 
week  to  the  general  control,  and  reconciled  to  the  branches'  monthly  statement. 

(fc)  The  liability  ledger  shall  indicate  the  names  of  all  parties  upon  whose 
Indorsements  or  guaranties  of  acceptance  exchange  has  been  bought     The 

total  of  the  line  allowed,  whether per  centum  of  the  capital  and  surplus 

or  the  line  approved  by  the  board.  (See  Sec.  II,  par.  1.)  As  drafts  mature  or 
are  accepted,  and  as  the  responsibilities  of  the  parties  terminate,  the  amount  of 
such  draft  shall  be  deducted  from  the  outstanding  Una  It  shall  also  show  the 
liability  of  all  parties  by  acceptance  on  unmatured  bill  of  exchange.  (See  Sec 
II,  par.  J.)  The  balances  apx)earing  against  any  and  all  parties  shall  be  re- 
Ported  to  the  board  of  directors  each  week. 

(I)  The  remittance  records  shall  contain  the  detail  of  all  drafts,  cable  trans- 
fers, bills  of  exchange,  etc.,  purchased  and  charged  to  agents  or  branches. 
This  record  may  be  loose  leaf  if  expediency  so  demands  and  the  auditor  ap- 
proves. No  bill  may  be  entered  without  an  authorization  of  purchase  signed 
by  the  deputy  or  his  assistant  A  recapitulation  shall  be  given  to  the  general 
bookkeeper  at  the  close  of  each  day. 

(m>  The  draft  book  shall  record  all  sales  of  checks,  drafts,  cable  transfers, 
and  other  instruments  drawn  on  and  to  be  credited  to  any  agent  or  branch. 
There  shall  be  kept  therein  all  the  detail  of  such  transaction  and  no  draft 
check,  cable  transfer,  etc.,  may  be  drawn  or  consummated  without  an  authori- 
zation signed  by  the  deputy  or  his  assistant.  After  proof,  a  recapitulation 
shall  be  handed  to  the  general  bookkeeper  of  the  department 

(n)  Among  the  control  accounts  on  the  general  ledger  shall  appear  an  ac- 
count liability  by  indorsement — ^per  contra.  Customers'  liability  on  discounted 
paper.  This  figure  shall  be  altered  from  time  to  time  by  means  of  a  Journal 
entry.  As  reports  are  received  from  the  agents  and  branches  (see  Sec.  Ill, 
par.  F,  and  Sec.  IV,  par.  G)  the  ^itrle  herein  ordered  shall  be  made. 

(o)  All  expenses  of  the  foreign  exchange  department  except  those  involved 
in  the  operation  of  accounts  such  as  commissions,  charges,  foreign  revenue 
stamps,  etc.  (see  Sec.  V,  par.  1),  shall  be  charged  to  expense  account  maintained 
on  the  general  books  of  the  bank  and  supported  by  a  detail  book. 

(p)  All  interest  receivable  or  payable,  commissions,  and  other  determinable 
income  shall  be  accrued  monthly;  all  profits  on  exchange  operations  shall  be 
determined  and  set  up  in  profit  and  loss  account  quarterly,  and  all  branch 
returns  shall  be  carried  to  profit  and  loss  and  an  estimate  of  the  profit  for 
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the  overlapping  month  shall  be  made  and  passed,  based  on  the  return  on  the 
average  capital  used  the  quarter  Just  received. 

iq)  All  profits  and  losses  shall  be  cleared  into  the  general  profit  and  loss 
accounts  of  the  bank  on  the  last  days  of  June  and  December. 

(A  discussion  of  the  internal  organization  of  the  Federal  Reserve  Board 
submitted  by  the  experts  who  prepared  the  recommendations  herein  offered  is 
omitted  as  belonging  primarily  to  the  board' itself.) 

FEDERAL   ADVISORY    COUNCIL. 

Section  12  of  the  Federal  reserve  act  provides  for  a  Federal  advisory  council 
to  consist  of  ns  many  members  as  there  are  Federal  reserve  districts.  It  la 
required  that  each  Federal  reserve  bank  shall  by  its  board  of  directors  annually 
select  one  member  of  the  council,  and  that  the  said  council  shall  meet  at  Wash- 
ington at  least  four  times  a  year,  as  well  as  oftener  if  called  by  the  Reserve 
Board.  The  council  is  given  power  to  select  its  own  ofiicers  and  adopt  its  own 
methods  of  procedure,  and  it  is  further  given  authority : 

•*By  Itself  or  through  its  officers  (1)  to  confer  directly  with  the  Federal  Re- 
serve Board  on  general  business  conditions;  (2)  to  make  oral  or  written  repre- 
sentations concerning  matters  within  the  jurisdiction  of  said  board.    •    ♦    •  »♦ 

A  review  of  the  provisions  of  section  12  as  thus  set  forth  shows  that  the 
power  of  the  organization  committee  and  of  the  Federal  Reserve  Board  in  re- 
gard to  the  organization  of  the  advisory  council  is  only  of  a  very  broad  general 
kind,  probably  extending  no  further  than  the  mere  making  of  suggestion&  It 
is,  however,  recommended  that  the  organization  committee  shall,  in  organising 
Federal  reserve  banks,  make  some  general  recommendations  to  the  said  banks 
with  reference  to  their  participation  in  the  task  of  creating  this  council.  The 
following  points  are  considered  to  be  desiriible  in  the  organization  of  the 
council : 

1.  Appointment  of  members  of  the  council,  who  shall  at  least  at  the  beginning 
be  active  operating  officers,  preferably  the  presidents  of  the  several  Federal 
reserve  banks. 

2.  Establishment  of  general  headquarters  in  Washington  with  suitable  repre- 
sentative in  charge  as  agent,  through  whom  requests  and  suggestions  may  be 
transmitted  to  the  Federal  Reserve  Board,  and  who  shall  transmit  information 
to  the  Federal  reserve  banks  at  his  discretion  or  as  may  be  asked  by  them. 

3.  Provision  of  reasonable  allowances  for  this  resident  agent  or  officer  of  the 
advisory  council.  This  point  is  specifically  made  subject  to  the  approval  of  the 
Federal  Reserve  Board  in  the  early  part  of  section  12,  and  undoubtedly  the 
recommendations  made  by  the  board  at  the  beginning  will  be  largely  influential 
In  determining  tJie  practice  of  the  several  reserve  banks.  The  provision  of  a 
suitable  mechanism  at  the  outset  will  do  a  good  deal  toward  starting  the  system 
upon  right  lines  in  the  beginning,  and  it  is  believed  that  the  general  suggestions 
or  recommendations  already  indicated  ought  to  be  applied. 

Consideration  should  be  given  to  the  incorporation  in  the  by-laws  of  the 
council  of  the  following  points : 

(1)  Designation  of  offices  and  election  of  officers. 

(2)  Powers  and  duties  of  officers. 

(3)'  Stated  quarterly  conference  at  Washington  between  Federal  Reserve 
Board  and  Federal  advisory  council. 

(4)  Audit  of  expenses  and  plan  for  semiannual  budget. 

Referring  more  specifically  to  the  intent  of  the  act  in  providing  for  confer- 
ences with  the  members  of  the  Federal  Reserve  Board  regarding  all  matters 
relative  to  the  Federal  reserve  system,  it  would  seem  that  the  best  results  would 
obtain  if  the  active  executive  officers  of  the  banks  of  the  system  participated. 
The  provision  that  the  Federal  advisory  council  "  shall  have  power  by  itself 
or  through  its  officers,"  implies  the  necessity  of  continuity  of  action  at  Washing- 
ton in  the  performance  of  its  duties.  The  executive  officers  of  the  Federal 
reserve  banks  manifestly  would  not  be  available  as  officers  of  the  council.  It  is 
therefore  suggested  that  it  be  deemed  appropriate  for  the  council  to  choose  a 
paid  officer  or  officers,  who  shall  reside  in  Washington  and  maintain  an  office 
in  the  general  interests  of  the  Federal  reserve  banks.  They  should,  of  course, 
cooperate  with  the  Federal  Reserve  Board  in  the  general  interests  of  the 
Federal  reserve  system. 

If  the  paid  officers  of  the  Federal  reserve  banks  are  chosen  as  members  of 
the  Federal  advisory  council,  as  herein  suggested,  there  would  be  no  need  for 
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their  farther  compensation,  other  than  traveling  expenses  and  maintenance 
charges  dnring  the  period  of  their  meetings. 

The  compensation  of  the  officers  of  the  Federal  advisory  council,  the  office 
rent  (unless  otherwise  provided  by  the  Secretary  of  the  Treasury),  the  main- 
tenance of  the  clerical  force,  and  other  expenses,  should  be  assessed  upon  the 
rarlouB  Federal  reserve  banks  In  the  same  manner  as  Is  provided  In  the  act  for 
the  payment  of  expenses  of  the  Federal  Reserve  Board. 

CODB  BOOK. 

The  Federal  reserve  banks  should  be  provided  with  a  private  code  for  use  In 
the  cable  and  telegraphic  transmission  of  advices  relative  to  their  business. 
Sach  codes  are  In  use  In  the  more  Important  existing  banks,  each  such  bank 
develoidng  its  own  code,  adapted  to  its  own  uses  and  employed  for  the  purpose 
of  transmission  of  cipher  messages.  It  is  recommended  that  such  a  code  be  de- 
veloped for  the  Joint  use  of  the  Federal  reserve  banks  and  of  the  Federal  Re- 
serve Board  and  that  this  be  done  at  an  early  date,  the  work  being  placed  in 
the  hands  of  one  of  the  recognized  code  experts  who  is  familiar  with  existing 
methods  of  doing  this  work  and  who  Is  trustworthy.  In  the  system  of  clear- 
ing and  transferring  credits  which  has  been  worked  out  In  the  present  report, 
there  is  a  large  field  for  the  constant  use  of  telegraphic  advices;  and  the 
Federal  Reserve  Board  will  find  that  such  advices  will  be  largely  relied  upon 
in  its  own  communications  with  the  reservb  banks.  That  such  communication 
will  in  many  Instances  be  of  a  necessarily  confidential  nature  Is  obvious  and 
provision  for  a  suitable  means  of  guarding  the  messages  during  transmission, 
while  reducing  their  length  to  a  minimum  should  be  promptly  made. 

ACOOUNTmO   SYSTEM. 

(The  subject  of  accounting  for  the  Federal,  reserve  banks  is  dealt  with  in 
Circular  No.  7.) 

Pbocedu&e  in  the  Convention  of  Dibectobs  and  Officebs  of  the  Federal 

Resebvb  Banks. 

Circular  No.  9.] 

Fedebal  Resebvb  Boabd, 
Washington,  D,  0.,  October  20, 19U—10M  a,  m. 

1.  Meeting  was  called  to  order  by  the  chairman,  the  honorable  Secretary  of 
the  Treasury. 

2.  Roll  call  of  those  present,  by  calling  on  the  cities.  The  delegates  from 
each  city  stood  up  in  turn,  giving  their  names. 

3.  Address  of  welcome  by  the  chairman  of  the  meeting. 

points  touched  upon  in  the  chaibman's  addbess. 

(A)  The  first  object  of  the  meeting  was  to  give  the  Federal  Reserve  Board 
an  opportunity  to  meet  and  form  the  acquaintance  of  the  directors  and  officers 
of  the  various  Federal  reserve  banks ; 

(B)  To  give  these  directors  and  officers  an  opportunity  to  meet  each  other. 
The  wiiole  Federal  resen^e  system  was  predicated  upon  complete  cooperation 
between  the  different  reserve  banks,  and  it  was  Important  that  these  directors 
and  officers  should  get  to  know  each  other  and  understand  each  other's 
problems ; 

(C)  The  Importance  of  developing  some  enthusiasm  in  the  work;  first, 
because  the  work  involved  many  new  and  difficult  problems,  and  second,  be- 
cause the  country  expected  a  great  deal  as  the  result  of  the  Introduction  of 
this  system; 

(D)  It  was  the  hope  of  the  board  that  the  system  would  be  put  In  operation 
&t  the  earliest  possible  date,  and  the  opinion  had  been  expressed  that  by 
Monday,  November  16.  the  reserve  banks  could  open  (by  which  time  the  Fed- 
eral reserve  notes  were  promised  for  delivery),  not  to  perform  all  tiieir  func- 
tions, but  to  undertake  at  least  some  of  them.  No  elaborate  system  was 
expected  at  the  moment  of  opening,  but  it  would  be  necessary  to  prepare  to 
receive  reserve  deposits  from  the  banks  and  to  have  rediscount  machinery  ready 
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for  sncb  part  of  the  reserve  as  would  be  paid  in  by  tbe  banks.  (In  tbis  connec- 
tion, tbe  Secretary  of  the  Treasury  was  ready  to  cooperate  as  far  as  possible  by 
offering  tbe  facilities  of  the  various  subtreasnrles  or  mints.) 

(E)  It  was  proposed  at  this  meeting  to  discuss  many  matters  of  common 
Interest.  Some  of  them  might  be  properly  taken  up  at  this  general  meeting, 
at  which  all  were  present,  while  others  might  better  be  assigned  to  meetings 
of  committees,  which  It  was  proposed  to  hold  after  the  general  meeting 
adjourned.  The  subjects  were  of  a  two-fold  nature ;  on  the  one  hand,  questions 
of  policy  and  regulations  to  be  promulgated  by  the  Federal  Reserve  Board  upon 
which  an  exchange  of  views  was  desired,  and  on  the  other  hand,  subjects  which 
affected  the  internal  management  of  reserve  banks.  While  the  law  contem- 
plated that  each  bank  should  decide  these  questions  largely  for  itself,  it  was 
clear  to  all  concerned  that  uniformity  was  most  desirable  and  this  meeting 
had  been  called  for  the  purpose  of  suggesting  to  all  the  banks  a  basis  for  dis- 
cuflsion  of  these  subjects. 

(F)  In  view  of  the  great  public  demand  for  early  opening.  It  had  been  thought 
desirable  that  committees  with  representation  from  each  bank  should  consider 
the  various  problems  and  if  possible  reach  conclusions  which  they  would  submit 
to  this  conference  at  a  subsequent  session,  and  that  after  the  approval  by  the 
conference  of  these  reports  uniform  action  might  be  suggested  by  the  board  to 
tbe  several  banks. 

(G)  It  might  be  thought  advisable  for  the  Federal  reserve  agents  to  meet 
independently  or  with  members  of  the  board  to  discuss  their  duties  and  the 
best  way  of  fulfilling  them,  and  in  a  similar  manner  the  governors  or  members 
of  the  advisory  council  might  wish  to  hold  meetings  to  discuss  their  own  prob- 
lems either  with  or  without  the  presence  of  members  of  the  board. 

4.  The  governor  of  the  board  was  then  called  upon  to  present  to  the  conven- 
tion various  phases  of  the  subject  relating  to  details.  He  explained  the  work 
done  by  the  Willis  committee,  mentioning  that  the  gentlemen  who  did  that  work 
were  present  by  Invitation  and  had  consented  to  place  themselves  at  the  dis- 
posal of  the  various  subcommittees  in  order  to  aid  in  the  work  and  give  such 
Information  as  the  members  desired.  It  was  emphasized  that  the  Federal 
Reserve  Board  did  not  want  in  any  way  to  prejudge  the  findings  or  the  conclu- 
sions of  the  reserve  banks  in  matters  which  were  under  their  own  initiative, 
but  at  the  same  time  very  much  desired  to  give  them  the  advantage  of  the  work 
already  done,  both  in  order  to  save  time  and  to  bring  about  ultimate  uniformity. 
With  these  objects  In  view,  tentative  by-laws  and  organization  charts  had  been 
sent  to  the  members  in  advance  of  this  meeting  and  some  suggestions  in  respect 
to  them  had  already  been  received. 

5.  To  facilitate  the  work  of  the  conmilttees  to  be  taken  up  upon  the  adjourn- 
ment of  this  meeting  it  had  been  thought  desirable  to  classify  the  work  under 
various  headings,  assigning  one  or  more  members  of  the  board  or  some  specified 
expert  to  cooperate  with  committees  selected  from  among  the  delegates.  The 
following  is  a  table  of  subjects  and  committees : 

(a)  A  committee  on  legal  matters  and  procedure:  First,  by-laws;  acting  with 
Mr.  Hamlin.  Second,  other  legal  i)olnts  and  the  preparation  of  legal  forms; 
acting  with  Mr.  Elliott. 

(6)  A  committee  on  office  quarters,  equipment  and  personnel;  acting  with 
Messrs.  Delano  and  Daw8on.  Topics  to  be  taken  up  by  this  committee:  Office 
quarters;  vault  space;  organization  of  staff  and  matters  affecting  oflScers  and 
directors,  including  comx>ensation  of  directors  and  members  of  advisory  council. 

(c)  A  committee  on  rediscount,  Including  definition  of  commercial  paper  and 
consideration  of  credit  bureaus;  acting  with  Messrs.  Warburg,  Harding,  and 
Broderick. 

(d)  A  committee  on  duties  of  Federal  reserve  agents,  including  under  this 
beading  the  auditing  of  reserve  banks;  note  issues;  the  clearing  of  national 
currency ;  acting  with  Messrs.  Williams,  Miller,  and  Fisher. 

(e)  A  committee  on  accounting  and  statistics:  Under  this  topic  the  com- 
mittee will  consider  books  and  forms,  statements  to  be  forwarded  to  the  Federal 
Reserve  Board,  etc. ;  acting  with  Messrs.  Willis,  Benton,  Rohinsofi,  and  Ward. 

if)  A  committee  on  domestic  exchange  (transit  and  clearing) ;  acting  with 
Messrs.  Harding,  Ward,  and  Wolfe. 

ig)  A  committee  on  bonding  of  Federal  reserve  agents,  members  of  their 
staff  or  other  officers  of  the  reserve  banks;  acting  with  Messrs.  Williams  and 

Allen. 

(A)  A  committee  on  mechanical  devices;  acting  with  Messrs.  Delano  and 
Ward  in  connection  with  the  keeping  of  accounts  and  statistics. 
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<S.  The  duLinnan  of  the  meeting  thea  threw  the  subject  open  to  general' dlB- 
cosslon,  calling  attention  to  the  fact  that  foremost  among  the  general  topics 
upon  which  the  board  wished  information  was  a  response  to  the  question,  how 
soon  the  banks  could  be  opened. 

The  meeting  then  adjourned,  to  reconvene  subject  to  call  of  the  Chair. 


Tbansfeb  of  Reskbves  to  Federal  Rbsebve  Banks. 
areolar  No.  10.] 

FSDEBAL  RESEBVB  BOABD, 

Washington,  October  28,  19U. 
To  aU  member  banks: 

The  Secretary  of  the  Treasury  having  advised  the  Federal  Reserve  Board 
that  formal  notice  of  the  establishment  of  the  several  Federal  reserve  banks 
will  be  given  to  all  member  banks  on  November  16,  it  is  necessary  that  arrange- 
ments be  now  made  for  the  transfer  of  required  reserves  by  the  member  banks 
to  thetr  respective  Federal  reserve  banks.  It  is  the  desire  of  the  board  to 
arrange  for  the  actual  physical  transfer  of  the  first  installment  in  such  a  man- 
ner as  to  create  the  least  possible  disturbance  to  business  conditions  in  any 
city  or  section. 

It  is,  of  coarse,  clear  that  if  the  banlEs  In  nonreserve  cities  undertake  to 
make  the  necessary  deposit  of  reserves  with  their  Federal  reserve  bank  by 
remitting  checks  or  drafts  on  banks  in  reserve  cities  (which  checks  or  drafts 
can  be  received  by  the  Federal  reserve  bank  for  collection  only),  there  may 
result  an  unnecessarily  heavy  withdrawal  of  funds  from  the  banks  in  reserve 
cities.  In  the  same  manner,  if  banks  in  reserve  cities  make  remittances  of 
checks  or  drafts  on  banks  in  central  reserve  cities,  an  unnecessary  burden  may 
be  placed  upon  the  latter. 

The  deposits  of  reserves  with  Federal  reserve  banks  must  be  made  in  gold 
or  lawful  money,  and  in  order  that  the  withdrawal  of  funds  from  the  vaults 
of  member  banks  may  be  as  nearly  uniform  as  possible  and  so  distributed  as 
to  relieve  any  particular  section  or  sections  of  unnecessary  burden,  the  Federal 
Reserve  Board  urges  all  banks  to  ship  from  their  own  vaults  gold  or  lawful 
inoney.  The  Federal  reserve  banks  have  been  authorized  to  assume  and  pay 
the  express  charges  involved  in  making  such  shipments. 

The  foregoing  suggestions  also  apply  to  payments  on  account  of  the  first 
installment  of  capital  stock,  due  November  2. 

In  view  of  the  advantage  to  be  derived  from  the  deposits  of  gold,  which  may 
be  used  as  reserve  for  Federal  reserve  notes,  it  is  strongly  urged  by  the  board 
that  deposits  of  reserves  in  the  Federal  reserve  banks  be  made,  so  fftr  as  prac- 
ticable, in  gold  or  gold  certificates. 

Due  notice  of  the  establishment  of  the  Federal  reserve  banks  on  November  16 
will  be  sent  each  member  bank  by  the  Secretary  of  the  Treasury,  and  no  trans- 
fer of  reserve  can  be  made  until  this  is  done. 

Member  banks  of  large  resources  will  greatly  facilitate  the  physical  work  of 
counting  reserve  money  if  they  will  send  gold  certificates  in  as  large  denomina- 
tions as  possible  or  clearing-house  orders  calling  for  gold  certificates  or  gold 
already  counted  by  the  clearing-houses.  The  Federal  Reserve  Board  appeals 
to  the  patriotic  spirit  of  all  member  banks,  large  and  small,  to  do  their  utmost 
in  facilitating  the  difficult  work  now  thrown  upon  the  officers  of  the  newly- 
created  reserve  banks,  and  to  do  all  in  their  power  to  secure  for  the  new  system 
the  greatest  possible  success  from  the  beginning. 

Ghables  S.  Hamlin,  Oovemor. 
H.  Pakkeb  Willis,  Secretary, 


Circular  No.  11.] 

CONVENTION  OF  OFFICERS  AND  DIRECTORS  OF  FEDERAL  RESERVE 
BANKS  HELD  AT  WASHINGTON.  D.  C,  OCTOBER  20-21,  1914. 

Refobts  of  Committees. 

bepobt  of  committee  on  legal  mattebs  and  pbocedube. 

The  committee  on  legal  matters  and  procedure  begs  leave  to  report  that  it  has 
given  consideration  to  the  form  of  by-laws  for  the  Federal  reserve  banks,  and 
recommends  the  adoption  of  by-laws  in  the  form  submitted  herewith. 


168     ANNUAL  REPORT  OF  THE  FEDERAL  RESERVE  BOARD. 

While  it  l8  manifestly  desirable  that  the  by-laws  of  the  several  reserve  banks 
should  be  substantially  uniform,  it  appears  to  be  necessary  to  have  the  article 
relating  to  executive  committee  (Art  II,  sec.  1)  modified  to  conform  to  con- 
ditions in  the  several  districts  so  far  as  relates  to  the  number  of  members  of 
the  committee  to  be  chosen  by  the  directors,  their  term  of  office  and  their  quali- 
fication. For  example,  in  some  districts  it  may  be  desirable  to  increase  the 
number,  to  choose  a  member  from  the  class  C  directors,  or  to  provide  for  rota- 
tion in  office,  and  the  matter  may  properly  be  decided  by  the  directors  of  the 
several  reserve  banks. 

Respectfully  submitted. 

Allen  Hollis,  for  the  Committee, 

Adopted,  October  21,  1914. 

Draft  of  by-laws  recommended  by  the  committee  on  legal  m^atters  and  procedure 
appointed  at  the  conference  of  directors  of  Federal  reserve  banks  toith  the 
Federal  Reserve  Board  on  October  20,  1914, 

Bt-Lawb  of  thb  Fboesal  Besbbvb  Bank  of 

Abtiols  I. — Directors. 

Section  1.  Quorum, — ^A  majority  of  the  directors  shall  constitute  a  quorum 
for  the  transaction  of  business,  but  less  than  a  quorum  may  adjourn  from  time 
to  time  until  a  quorum  is  in  attendance. 

Sec.  2.  Vacancies, — ^As  soon  as  practicable  after  the  occurrence  of  any  vacancy 
in  the  membership  of  the  board  the  chairman  of  the  board  shall  take  suph 
steps  as  may  be  necessary  to  cause  such  vacancy  to  be  filled  in  the  manner 
provided  by  law. 

Sec.  3.  Meetings, — There  shall  be  a  regular  meeting  of  the  board  every 

at o'clock  —  m.,  or,  if  that  day  be  a  holiday,  on  the  first  preseding  full  busi- 
ness day.  The  chairman  of  the  board  may  call  a  special  meeting  at  any  time, 
and  shall  do  so  upon  the  written  request  of  any  three  directors  or  of  the  gov- 
ernor.    Notice  of  regular  and  special  meetings  may  be  given  by  mall  or  by 

telegraph.    If  given  by  mail,  such  notice  shall  be  mailed  at  least days 

befure  the  date  of.  the  meeting.     If  given  by  telegraph,  such  notice  shall  be 

dispatched  at  least days  before  the  date  of  the  meeting.    Notice  of  any 

meeting  may  be  dispensed  with  if  each  of  the  directors  shall  in  writing  waive 
such  notice. 

Sec.  4.  Powers. — ^The  business  of  this  bank  shall  be  conducted  under  the 
supervision  and  control  of  its  board  of  directors,  subject  to  the  supervision 
vested  by  law  in  the  Federal  Reserve  Board.  The  board  of  directors  shall  ap- 
point the  officers  and  fix  their  compensation. 

The  board  may  appoint  legal  counsel  for  the  bank,  define  his  duties,  and  fix 
his  compensation. 

Sec.  5.  Special  committees, — Special  business  of  the  bank  may  be  referred 
from  time  to  time  to  special  committees,  which  shall  exercise  such  powers  as 
the  board  may  delegate  to  them. 

Sec  6.  Order  of  business, — The  board  may  from  time  to  time  make  such 
regulations  as  to  order  of  business  as  may  seem  to  it  desirable. 

Abticle  II. — Executive  committee. 

Section  1.  How  constituted, — ^There  shall  be  an  executive  committee  consist- 
ing of  the  governor,  the  Federal  reserve  agent,  and  one  or  more  directors 
chosen  from  classes  A  or  B ;  the  member  or  members  of  the  committee  chosen 
by  the  board  shall  serve  during  the  pleasure  of  the  board  or  for  terms  fixed 
by  it.  Not  less  than  three  members  of  the  committee  shall  constitute  a  quorum 
for  the  transaction  of  business,  and  action  by  the  committee  shall  be  upon  the 
vote  of  a  majority  of  those  present  at  any  meeting  of  the  committee. 

The  committee  shall  have  power  to  fix  the  time  and  place  of  holding  regular 
or  special  meetings  and  the  method  of  giving  notice  thereof. 

Minutes  of  all  meetings  of  the  executive  committee  shall  be  kept  by  the 
secretary,  and  such  minutes  or  digests  thereof  shall  be  submitted  to  the  mem- 
bers of  the  board  of  directors  at  its  next  succeeding  meeting.  Such  minutes 
shall  be  read  to  the  meeting  if  required  by  any  member  of  the  board. 
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Sec.  2.  Powers. — Subject  to  the  superTislon  and  control  of  the  board  of  di- 
rectors, as  set  forth  In  Article  I,  section  4,  the  executive  committee  shall  have 
the  following  powers : 

(a)  To  pass  upon  all  commercial  paper  submitted  for  discount. 

(^)  To  initiate  and  conduct  open-market  transactions. 

(c)  To  recommend  to  the  board  of  directors  from  time  to  time  changes  in 
tie  discount  rata 

((f)  To  buy  and  sell  securities. 

(e)  To  apply  for  and  provide  for  the  security  of  such  Federal  reserve  notes 
as  may,  in  the  Judgment  of  the  committee  or  of  the  board,  be  necessary  for  the 
general  requirements  of  the  bank. 

(/)  To  employ  or  to  delegate  to  officers  of  the  bank  authority  to  employ 
clerks  and  other  subordinates  and  to  define  their  duties  and  to  fix  their  compen- 
sations. 

{g)  To  approve  bonds  furnished  by  the  officers  and  employees  of  the  bank 
and  to  provide  for  their  custody. 

{h)  In  general,  to  conduct  the  business  of  the  bank,  subject  to  the  super- 
vision and  control  of  the  board  of  directors. 

Abticle  III. — Officers, 

,  Section  1.  The  board  of  directors  shall  appoint  a  governor,  a  deputy  gov- 
ernor, a  secretary,  and  a  cashier,  and  shall  have  power  to  appoint  such  other 
officers  as  the  board  may  from  time  to  time  determine  to  be  necessary  and 
appropriate  for  the  conduct  of  the  business  of  the  bank.  The  offices  of  deputy 
governor,  secretary,  and  cashier,  or  any  two  of  them,  may  be  held  by  one 
person,  in  the  discretion  of  the  board.  The  officers  chosen  by  the  board  shall 
hold  office  during  the  pleasure  of  the  board. 

Sec.  2.  Federal  reserve  agent, — ^The  Federal  reserve  agent,  as  chairman  of 
the  board,  shall  preside  at  meetings  thereof.  Copies  of  all  reports  and  state- 
ments made  to  the  Federal  Reserve  Board  shall  be  filed  with  the  Federal 
reserve  agent. 

Sec.  3.  Deputy  Federal  reserve  agent, — In  the  absence  or  disability  of  the 
Federal  reserve  agent  his  powers  shall  be  exercised  and  his  duties  performed 
by  the  deputy  Federal  reseive  agent,  who  may  perform  such  other  services  as 
shall  be  prescribed  by  the  board  of  directors  not  inconsistent  with  his  duties 
as  provided  by  law. 

Sec.  4-  The  governor. — Subject  to  the  supervisioi^  and  control  of  the  board  of 
directors,  the  governor  shall  have  general  charge  and  control  of  the  business 
and  affairs  of  the  bank  and  he  shall  be  the  chairman  of  the  executive  commit- 
tee. He  shall  have  power  to  make  any  and  all  transfers  of  securities  or 
other  property  of  the  bank  which  may  be  authorized  to  be  sold  or  transferred 
by  the  executive  committee  or  by  the  board.  The  governor  shall  have  power 
to  prescribe  the  duties  of  all  subordinate  officers  and  agents  of  the  bank  where 
such  duties  are  not  specifically  prescribed  by  law  or  by  the  board  of  directors 
or  by  the  by-laws.  The  governor  may  suspend  or  remove  any  employee  of  the 
bank. 

Sec  5.  The  deputy  governor. — In  case  of  the  absence  or  disability  of  the  gov- 
ernor his  powers  shall  be  exercised  and  his  duties  discharged  by  the  deputy 
governor,  and  In  case  of  the  absence  or  disability  of  the  deputy  governor  the 
board  shall  appoint  one  of  the  other  directors  governor  pro  tern.  The  duties  of 
the  deputy  governor  shall  otherwise  be  such  as  may  be  prescribed  by  the  board 
of  directors  or  by  the  governor.  In  case  the  board  shall  deem  that  the  business 
of  the  bank  requires  the  appointment  of  one  or  more  assistant  deputy  gov- 
ernors, it  shall  have  authority  to  appoint  such  assistant  deputy  governor  or 
governors  and  shall  prescribe  and  define  his  or  their  duties. 

Sec.  6.  The  secretary, — The  secretary  shall  keep  the  minutes  of  all  meetings 
of  the  board  and  of  all  committees  thereof.  He  shall  have  custody  of  the  seal 
of  the  bank,  with  power  to  affix  same  to  certificates  of  stock  of  the  bank,  and 
by  authority  of  the  board  or  the  executive  committee  to  such  other  instruments 
as  may  from  time  to  time  be  required.  The  board  of  directors  may.  in  the 
absence  or  disability  of  the  secretary,  or  upon  other  occasion  where  in  the 
discretion  of  the  board  greater  convenience  can  be  attained,  appoint  a  secretary 
pro  tem  or  empower  one  or  more  officers  to  afllx  the  seal  of  the  bank  to  certifi- 
cates of  stock  or  other  instruments.    The  secretary  shall  perform  such  other 
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duties  as  may  from  time  to  time  be  prescribed  by  tbe  board  of  directors,  the 
executive  committee,  or  the  governor. 

Sec.  7.  The  cashier, — The  cashier  and  at  least  one  other  ofiQcer  designated  by 
the  board  of  directors  shall  have  the  Joint  custody  of  all  moneys,  investments, 
and  securities  of  the  bank,  subject  to  such  rules  as  the  board  may  adopt  for 
their  safety.  He  shall  perform  such  other  duties  as  may  be  assigned  to  him 
from  time  to  time  by  the  executive  committee,  the  board  of  directors,  or  the 
governor. 

Abticle  IV. — Certificates  of  stock. 

Section  1.  Siffnature. — ^All  certificates  of  stock,  or  of  payment  of  or  on  aooonnt 
of  stock  subscriptions,  shall  be  signed  by  the  governor  or  a  deputy  governor  and 
the  secretary  or  cashier,  or  such  other  officers  as  may  be  prescribed  by  the 
board,  and  such  certificates  shall  bear  the  corporate  seal. 

Abticle  V. 


Section  1.  Business  hours, — The  bank  shall  open  for  business  from 


o'clock  to o'clock  on  each  day  except  Sundays  or  days  or  parts  of  days 

established  as  legal  holidays. 

Abticle  VI. — Amendments. 

These  by-laws  may  be  amended  at  any  regular  meeting  of  the  boaM  by  a 
majority  vote  of  the  entire  board:  Provided,  however.  That  a  copy  of  such 
amendment  shall  have  been  delivered  to  each  member  at  least  ten  days  prior 
to  such  meeting. 

BEPOBT  OF  committee  ON  OFFICE  QUABTEBS,  EQUIPMENT,  AND  PEBSONNEL,  OBGANIBA- 
TION  OF  STAFF,  AND  MATTEBS  AFFECTING  OFFICEBS  AND  DIBECTOBS. 

Your  committee  on  office  quarters,  equipment,  and  personnel,  to  whom  was 
referred  the  following  topics:  Office  quarters  (including  vault  space),  organiza- 
tion of  staff,  matters  affecting  officers  and  directors  (including  compensation  of 
directors  and  members  of  advisory  council),  also  the  subject  of  t&legraph  code 
and  proposed  form  of  seal  for  Federal  reserve  banks,  begs  leave  to  report  as 
follows : 

First.  In  respect  to  office  quarters,  10  of  the  reserve  banks  were  represented 
by  directors,  who  reported  that  suitable  temporary  quarters  had  been  secured 
and  quarters  suitable  for  the  opening  of  the  banks  (even  If  not  definitely  per- 
manent quarters)  could  be  obtained  in  the  near  future.  After  considerable 
discussion  of  the  subject;  the  following  resolution  was  offered  and  passed: 

"Resolved,  That  it  is  the  sense  of  this  meeting  that  the  obtaining  of  quarters 
sufficient  for  the  opening  of  the  reserve  banks  can  be  arranged  for  at  any 
reasonable  date  in  the  near  future,  and  that  the  securing  of  suitable  quarters 
should  not  occasion  any  delay  in  the  openhig  of  the  reserve  banks." 

Second.  The  subject  of  the  organization  of  the  staff,  the  equipment,  and  the 
personnel  was  very  fully  discussed.  No  criticism  was  offered  of  the  tentative 
organization  chart.  The  general  opinion  was  expressed  that  the  banks  woold 
open  with  comparatively  small  forces,  something  In  the  nature  of  a  skeleton 
organization,  which  might  be  expanded  as  the  business  of  the  banks  grew.  A 
force  of  35  to  65  men  was  mentioned  as  adequate,  in  the  opinion  of  the  governors 
of  a  number  of  the  banks,  for  beginning  the  operation  of  the  banka  This,  of 
course,  would  not  Include  the  handling  of  some  of  the  functions,  such,  for 
example,  as  foreign  exchange  or  the  general  clearing  of  checks  between  banks, 
which  would  necessarily  require  a  large  increment  in  the  force.  After  a  general 
discussion  of  the  subject,  the  following  resolution  was  offered  and  passed : 

Resolved,  That  the  matter  of  equipment  and  personnel  of  the  Federal  reserve 
banks  be  left  to  their  respective  boards  of  directors. 

Third.  The  subject  of  a  telegraph  code  was  quite  fully  discussed,  and  the 
opinion  was  expressed  that  the  members  were  not  ready  at  this  time  to  make 
a  final  recommendation.  Thereupon  the  following  resolution  was  offered  and 
passed: 

"Resolved,  That  the  Federal  Reserve  Board  shall  call  upon  each  Federal 
reserve  bank  to  submit  in  the  near  future  the  views  of  its  board  of  directors 
upon  the  subject  of  a  telegraph  code." 

Fourth.  It  was  pointed  out  that  under  the  Federal  reserve  act  each  bank  was 
required  to  adopt  a  seal.    After  some  discussion  of  the  subject  and  an  inspec- 
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tfon  of  the  seal  of  the  Federal  Reserve  Board,  the  following  resolution  was 
offered  and  passed : 

"Resolved^  That  the  Federal  Reserve  Board  be  requested  to  send  to  each 
Federal  reserve  bank  a  design  for  form  of  seal,  following  in  a  general  way 
the  design  adopted  by  the  Federal  Reserve  Board  for  the  center  of  the  seal, 
bnt  with  appropriate  lettering  to  Indicate  the  name  of  the  reserve  bank,  a 
monogram  bearing  its  distinctive  letter  and  number,  and  the  date  of  its 
organization." 

Fifth.  The  subject  of  compensation  for  deputy  reserve  agents  and  of  the 
directors  was  freely  discussed.  It  was  pointed  out  that  it  was  the  duty  of 
the  directors  of  the  various  reserve  banks  to  fix  these  compensations  with 
the  approval  of  the  Federal  Reserve  Board.  The  discussion  developed  the  fact 
that  In  some  cases  directors  would  have  to  travel  long  distances  and,  especially 
when  serving  on  executive  committees,  would  be  compelled  to  give  up  a  good 
deal  of  time.  In  view  of  the  varying  conditions  which  exist  in  the  different 
reserve  districts,  the  conclusion  arrived  at  was  formulated  in  the  following 
resolution,  which  was  offered  and  passed : 

**  Resolved,  That  in  view  of  the  varying  conditions  existing  in  the  different 
districts,  it  is  recommended  that  the  matter  of  compensation  of  the  deputy 
reserve  agent,  directors  of  the  banks,  the  governor,  and  the  member  of  ad- 
visory council  be  considered  by  the  directors  of  each  bank  and  a  report  of  the 
conclnsions  arrived  at  by  each  reserve  bank  board  be  sent  to  the  Federal  Re- 
serve Board  for  approval." 
Submitted  as  the  unanimous  action  of  the  committee. 
Signed  by — 

Thomas  P.  Beal. 

Archibald  Kainb. 

William  Woodward. 

Gboboe  J.  Seat. 

Edwin  T.  Meredith. 

Oscar  Fenley. 

Theodore  Wold. 

Charles  M.  Sawyer. 

Oscar  Wells. 

Richard  L.  Austin. 

W.  H.  Peck. 

C.  H.  Bosworth. 

J.  F.  Oyster. 

R.  H.  Malone. 

J.  A.  McGregor. 
Adopted  by  ^e  convention  October  21,  1914. 

report  of  committee  on  rediscount,  including  definition  of  commercial  paper 

and  consideration  of  credit  bureaus. 

The  committee  on  rediscount,  including  definition  of  commercial  paper  and 
consideration  of  credit  bureaus,  has  not  confined  its  attention  narrowly  to  the 
subject  assigned,  but  with  a  desire  to  contribute  to  speediest  determination  has 
given  consideration  to  a  number  of  features  more  or  less  related. 

The  Federal  Reserve  Board  deems  it  desirable  that  the  Federal  reserve  sys- 
tem should  be  put  Into  operation  at  the  earliest  possible  date.  In  working  to 
this  end  it  Is  clear  that  a  minimum  number  of  functions  should  be  undertaken 
at  the  outset.  It  is  believed  wise  that  an  executive  council  should  be  formed, 
consisting  of  the  12  governors,  with  the  deputy  governors  as  alternates,  to 
which  should  be  referred  the  matter  of  determining  the  date  and  manner  of 
undertaking,  from  time  to  time,  such  additional  functions  as  the  following: 

1.  Opening  of  branches  of  Federal  reserve  bankSw 

2.  Open-market  transactions. 

3.  Purchase  and  sale  of  United  States  Government  bonds  and  municipal 
6-month  warrants. 

4.  Appointment  of  foreign  agents. 

5.  Clearing  and  collection  and  determination  of  charges  therefor. 

6.  Stipulation  of  charges  to  be  collected  by  member  banks  from  patrons  for 
clearings  and  collections. 

7.  Dealing  in  gold  coin  or  bullion  and  making  loans  thereon. 

8.  Purchase  and  sale  of  foreign  exchange. 

9.  Purchase  of  bank  acceptances. 
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10.  Exchanging  2  per  cent  Government  bonds  for  3  per  cent  bonds  and  1-year 
notes. 

In  order  that  the  very  minimum  of  machinery  may  be  employed  in  the  first 
days  of  operation  it  is  thought  that  even  (a)  transfers  between  member  banks 
and  (b)  transfers  between  Federal  reserve  banks  should  be  deferred  until  the 
executive  council  suggested  is  satisfied  that  the  necessary  preliminaries  have 
been  arranged  for  such  transactions. 

While  the  reserve  banks  in  the  central  reserve  cities  might  possibly  be  pnt 
in  operation  a  few  days  before  other  reserve  banks,  the  matter  of  greatest 
moment  is  that  country  banks  shall  realize  both  their  opportunity  and  patriotic 
duty  to  help  at  this  Juncture  by  making  their  initial  payments  out  of  the  gold 
in  their  vaults. 

In  order  to  give  the  reserve  banks  the  greatest  lending  power,  and  thus  most 
efficiently  aid  member  banks  and  general  business  interests,  and  in  particular 
to  meet  the  present  emergency  in  foreign  exchange,  it  is  vital  that  as  much 
as  possible  of  the  gold  now  held  by  members  banks  and  that  is  now  in  circula- 
tion should  be  concentrated  in  reserve  banks.  At  the  outset  the  discount  rates 
should  be  high  enough  to  encourage  initial  payments  in  gold,  with  very  mod- 
erate availing  of  the  privilege  of  payment  by  rediscount.  It  is  to  be  hoped  that 
the  pending  amendment  to  the  act  may  be  adopted  permitting  member  banks  to 
carry  with  their  respective  reserve  banks  any  iK)rtion  of  their  required  re- 
serves. It  seems  also  of  prime  importance  that  no  tax  shall  be  imposed  upon 
Federal  reserve  notes.  This  would  vastly  facilitate  the  absorption  by  reserve 
banks  of  gold  from  circulation,  while  a  tax  on  such  notes  would  prevent.  The 
payment  of  transportation  charges  by  the  issuing  bank  on  shipments  of  Federal 
reserve  notes  to  member  bank)s  would  also  be  an  important  aid  in  concentrating 
gold  in  reserve  banks.  There  should  be  continuous  education  of  both  member 
banks  and  the  public  and  persistent  planning  in  every  proper  way  to  Induce 
cooperation  in  gathering  gold  into  the  reserve  banks.  Our  commercial  stability 
will  be  in  direct  proportion  to  the  solidity  of  this  gold  basis  of  our  credit  struc- 
ture. Too  much  importance  can  not  be  attached  to  the  necessity  of  this  cooper- 
ation and  the  mutual  confidence  growing  out  of  it. 

In  the  acceptance  of  paper  for  rediscount  there  must  at  first  be  wide  latitude 
for  the  exercise  of  discretion,  and  it  does  not  seem  practicable  at  this  time  to 
attempt  to  define  eligible  paper  in  specific  terms,  nor  should  there  now  be 
discrimination  between  one-name  and  two-name  paper.  Steady  effort  should  be 
made  to  develop  bank  acceptances,  and  when  authorized  for  rediscount  of  do- 
mestic acceptances.  The  purpose  of  the  reserve  system  Is  to  help  member  banks 
by  making  credit  sure,  though  not  by  making  credit  easy.  Consequently,  it 
must  be  found  practicable  to  accept  the  best  paper  of  each  community,  whether 
ideal  or  not.  There  should  be  the  most  persistent  effort  to  so  influence  the 
habits  of  borrowing  and  lending  that  the  paper  offered  for  rediscount  will  be 
of  a  steadily  Improving  character  until  it  reaches  and  maintains  the  highest 
possible  level  of  quality.  Constant  liquidation  of  loans  is  the  most  fundamental 
proof  of  a  condition  powerful  to  render  aid.  Pai)er  rediscounted  should  there- 
fore  represent  only  temporary  and  not  permanent  investments,  and  preference 
by  differential  rates  should  be  given  to  short  maturities.  Such  paper  may  de- 
velop later  as  will  render  precise  definition  possible,  but  it  now  seems  impracti- 
cable to  do  more  than  outline  the  principles  determining  the  character  of  paper 
which  should  be  accepted. 

After  the  first  few  weeks  no  paper  should  be  offered  for  rediscount  except 
that  given  by  a  borrower  from  whom  the  member  bank  has  received  a  financial 
statement.  All  such  statements  should  be  subject  to  the  call  of  the  rediscount- 
ing  reserve  bank,  and  a  central  credit  bureau  should  be  established  making 
available  for  the  whole  system  the  information  thus  secured.  Independent 
audits  should  be  required  in  case  of  those  desiring  to  borrow  beyond  a  specified 
limit.  The  Comptroller  of  the  Currency  would  doubtless  be  willing  to  cooperate 
through  the  examiners. 

In  rediscount! ng,  a  Federal  reserve  bank  should  not  rest  content  merely  be- 
cause of  the  indorsement  of  a  solvent  member  bank  assuring  against  loss.  It 
should  recognize  its  larger  duty  to  infiuence  in  every  possible  way  the  better 
conduct  of  both  banking  and  general  business.  It  is  believed  that  careful  in- 
vestigation of  all  paper  rediscounted  and  the  development  of  a  credit  bureau 
for  the  benefit  of  the  entire  reserve  system  will  conduce  greatly  to  this  end. 

Respectfully  submitted. 

For  tlie  committee: 

John  Pxkbix,  Chairtnan, 

Adopted  by  the  convention  October  21,  1914. 
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BCPOBT  OF  OOMMITTEE  ON  ACCOUNTING  AND   8TATISTIC8. 

1.   ACCOUNTING. 

When  the  committee  assembled  it  found  that  the  preliminary  organization 
committee  had  been  working  for  several  months  on  the  preparation  of  a  sys- 
tem of  accounting  which  might  be  adopted  by  all  the  Federal  reserve  banks. 
Two  systems  had  been  prepared,  each  with  a  set  of  forms  necessary  to  put  it 
into  effect,  one  of  the  systems  having  been  completely*  developed  as  to  form 
and  detail,  while  the  other  was  developed  and  presented  in  a  more  general 
way.  The  originatorB  of  both  these  systems  were  present  and  explained  them 
in  considerable  detail  to  the  committee. 

After  listening  to  the  presentation  of  the  systems  it  appeared  to  the  com- 
mittee that  they  were  not  fundamentally  at  variance.  Both  had  the  block  sys- 
tem as  their  basis,  and  both  in  part  developed  the  machine  principle.  The 
committee  adopted  as  the  basis  for  its  considerations  the  block  control  and 
unit  system  outlined  in  the  report  of  the  preliminary  organization  committee, 
described  in  pages  129  to  169,  inclusive,  of  their  report,  and  found  that  to  this 
system  could  be  added,  if  desired,  the  following  books  of  continuous  permanent 
record  included  in  the  alternate  plan :  Register  or  tickler  or  both  in  the  collec- 
tion department;  liability  ledger  and  tickler  in  the  loan  and  discount  depart- 
ment; and  members'  Journal  and  Government  deposit  Journal  in  the  general 
bookkeeping  department.  It  appeared  to  the  committee  that  this  plan  would 
provide  for  intermediate  proofs,  would  give  a  simple  and  accurate  basis  for 
operation,  provide  for  the  expansion  or  contraction  of  business,  and  adapt  itself 
to  either  a  large  or  a  small  bank.  It  also  appeared  to  be  adapted  to  the  exer- 
cise of  a  maximum  or  minimum  number  of  functions  of  a  Federal  reserve  bank. 

During  the  short  time  allotted  to  the  committee  for  its  work  it  has  been  im- 
possible to  make  a  thorough  study  of  the  accounting  systems  presented,  but 
the  unit  and  block  system  referred  to,  which  has  been  reproduced  photographi- 
cally for  the  consideration  in  detail  by  the  respective  banks,  is  recommended. 
It  has  been  prepared  by  exi)erts  after  several  months  of  study,  it  has  received 
the  approval  of  the  efficiency  bureau  of  the  Civil  Service  Ck)mmission,  and  has 
been  in  partial  and  successful  use  in  several  important  banks  for  some  years. 

It  of  course  must  be  understood  that  the  adoption  of  this  system  does  not 
preclude  a  bank  from  using  the  books  with  which  its  officers  are  familiar  in 
the  initial  stages  of  its  accounting,  if  necessary,  until  the  system  suggested  is 
thoroughly  installed. 

Should  the  report  and  recommendations  of  this  committee  be  adopted  by  the 
conference,  it  is  suggested  that  the  individual  ban^s  be  given  a  reasonable  op- 
portunity to  examine  the  plan  in  detail  and  suggest  any  needed  amendations 
or  corrections,  after  which  it  is  recommended  that  they  be  requested  to  inform 
the  secretary  of  the  Federal  Reserve  Board  of  their  approximate  requirements, 
in  order  that  the  forms  may  be  printed  under  his  supervision,  that  each  indi- 
vidual bank  be  billed  direct  for  its  proportionate  amount  of  the  cost  of  print- 
ing, and  that  at  least  four  months*  supply  of  the  forms  be  ordered. 

Changes  will  be  found  necessary  in  any  accounting  plan,  and  it  seems  desir- 
able that  in  the  future  corrections  or  amendations  be  sent  by  the  various 
Federal  reserve  banks  to  Dr.  H.  Parker  Willis,  chairman  of  the  preliminary 
organization  committee,  for  consideration  and  advice  to  the  respective  banks. 

As  the  Federal  reserve  act  provides  that  the  foreign-exchange  policy  of  the 
various  Federal  reserve  banks  shall  practically  be  under  the  control  of  the 
Federal  Reserve  Board,  it  is  recommended  that  such  forms  as  may  be  neces- 
sary to  carry  out  the  purpose  of  the  board  be  promulgated  by  it  at  such  times 
as  it  may  be  desirable. 

2.   STATISTICS. 

ThQ  adoption  of  the  unit  principle  as  suggested  makes  it  quite  practicable  for 
each  Federal  reserve  bank  to  supply  the  statistics  that  may  be  needed  both 
for  itself  and  as  a  basis  of  economic  control  for  the  Federal  Reserve  Board. 

Tour  committee  has  examined  the  plan  for  the  statistical  department  outlined 
in  the  report  of  the  preliminary  organization  committee,  and  recommends  the 
establishment  of  such  a  statistical  bureau  under  the  direction  of  the  Federal 
Reserve  Board.  In  general,  however,  the  committee  believes  that  the  statistical 
work  of  each  individual  bank  should  be  mainly  developed  on  request  for  data 
originating  in  Washington.  Compliance  with  these  requests  will  make  it  neces- 
sary for  each  Federal  reserve  bank  to  collect  the  economic,  financial,  and  busi- 
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ness  data  in  its  own  district.  This  will  give  a  basis  for  its  economic  control. 
It  is  therefore  recommended  that  each  Federal  reserve  bank  establish  a  statis- 
tical department  under  the  direction  of  one  of  its  officera 

It  is  suggested  that  the  Federal  Reserve  Board  send  from  time  to  time  to 
each  Federal  reserve  bank  a  composite  summary  of  the  statistics  collated,  ac- 
companied by  an  analysis  developing  what  may  be  characterized  as  their 
economic  significance. 

The  committee  desir.es  to  express  its  appreciation  of  the  valuable  and  pains- 
taking work  of  the  preliminary  organization  committee.  It  will  expedite  the 
organization  of  the  banks,  and  we  consider  it  a  remarkable  achievement  to 
have  prepared  in  advance  a  comprehensive  and  workable  plan  which  seems  to 
commend  itself  to  all  who  have  heard  it  explained  and  have  examined  the  forms. 

Geo.  M.  La  Monte,  Chairman. 

This  report  was  adopted  October  21,  1914,  by  the  convention,  subject  to  such 
changes  as  should  be  recommended  at  the  meeting  of  governors  of  Federal  re- 
serve banks  to  be  held  October  22,  1914. 

The  accounting  ^stem  was  examined  by  the  governors  of  the  Federal  reserve 
banks,  approved  by  them  on  October  22,  1914,  and  the  forms  are  now  being 
printed  under  the  direction  of  the  secretary  of  the  Federal  Reserve  Board. 

REPOBT  OF  COMMITTEE  ON  DOMESTIC  EXCHANGE. 
CLBABINGS    AND   TRANSITS. 

In  view  of  the  confusion  which  will  arise  from  an  attempt  to  handle  the 
entire  clearings  by  a  new  and  untrained  force,  this  committee  recommends  that 
the  development  be  gradual,  and  that  only  very  limited  clearances  be  arranged 
for  at  the  start ;  and  this  committee  further  recommends  that  at  the  outset  as 
little  divergence  be  made  from  the  normal  business  procedure  as  i)ossible  to 
comply  with  the  terms  of  the  act,  and  that  the  Federal  reserve  banks  Join  the 
clearing  houses  in  the  cities  in  which  they  are  located  as  special  members,  sub- 
ject to  none  of  the  clearing-house  rules  other  than  those  directly  affecting 
exchanges  of  checks. 

On  November  2,  1914,  the  first  call  for  capital  has  been  made  payable.  At 
the  date  of  opening  of  the  banks  a  call  will  be  made  for  the  first  installment 
of  reserves  from  each  member  bank,  one-half  of  which  may  be  iMdd  In  redls- 
counted  paper. 

Up  to  this  point  no  checks  need  be  handled.  At  that  i)oint  you  have  created 
a  credit  which  each  member  can  draw  against,  therefore  the  bank  should  be 
prepared  to  receive  on  deposit  checks  drawn  by  members  on  their  balances  in 
Federal  reserve  banks. 

We  recommend  that  member  banks  be  allowed  to  deposit  for  their  credit  at 
the  outset  any  checks  drawn  by  member  banks  on  any  Federal  reserve  bank  or 
on  member  banks  in  reserve  and  central  reserve  cities. 

In  regard  to  the  distribution  of  checks  payable  outside  of  each  Federal 
reserve  district,  it  is  presumed  that  the  full  operations  of  clearances  of  that 
nature  will  be  worked  out  in  conjunction  with  the  Federal  Reserve  Board  should 
that  body  see  fit  to  adopt  a  national  clearing-house  system. 

It  is  presumed  that  each  clearing  house  in  a  city  where  a  Federal  reserve 
bank  is  located  will  undoubtedly  make  arrangements  to  use  the  facilities  of  the 
Federal  reserve  banks  In  the  settlement  of  balances  to  the  extent  that  they  see 
fit  Having  in  mind  the  fact  that  the  banks  will  not  be  able  to  perform  their 
full  functions  with  rspect  to  clearings  at  the  very  outset,  it  is  therefore  recom- 
mended that  they  start  only  with  the  partial  plan  above  outlined,  subsequently 
extending  the  function  of  collecting  checks  as  they  become  able  to  do  so. 

■XCHANOE   CHABOBB. 

Under  the  act  it  is  evident  that  all  items  which  may  be  legally  deposited  with 
the  Federal  reserve  banks  shall  be  accepted  at  par,  and  that  charges  for 
handling  such  items  through  the  Federal  reserve  banks,  based  on  the  cost  of 
overhead  charges,  clerk  hire,  including  that  of  department  management,  sta- 
tionery, postage,  and  equipment  depreciation,  shall  be  charged  to  the  member 
banks  upon  which  the  items  are  drawn,  and  that  this  charge  may  be  in  turn 
made  by  the  member  banks  to  their  depositors  or  customers. 

Tills  committee  recommends  that  the  charges  be  prorated  on  the  number  of 
items  drawn  on  the  member  banks  rather  than  on  the  amount  of  dollars. 
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And  this  committee  further  recommends  that  In  adopting  this  report  that 
iheee  charges  be  applied  solely  to  the  administrative  cost  of  handling  of  checks 
or  items  through  the  Federal  reserve  bank,  and  that  the  evident  inequity  of 
the  law  relating  to  the  charges  on  checks,  as  we  interpret  the  law,  seems  to 
this  committee  to  surest  a  great  disadvantage  to  members  against  nonmem- 
l>er8  and  great  disadvantages  to  members  in  the  smaller  communities  against 
members  In  reserve  cities,  and  we  respectfully  suggest  that  the  attention  of 
the  Federal  Reserve  Board  be  called  to  these  inequities,  which  seem  to  exist, 
and  their  consideration  thereof  be  asked. 

MXTHOD  OF  HANDLING  MEMBERS'  CHECKS  IN  FEDBBAL  BESEBVE  BANKS. 

It  is  recommended  by  this  committee  that  the  Federal  reserve  bank  charge 
members'  checks  against  the  balances  of  such  members  upon  the  day  the 
checks  are  forwarded,  and  that  members  be  allowed  to  use  all  checks  on  mem- 
bers of  the  same  district  as  reserve  the  day  such  checks  are  forwarded  to  the 
Federal  reserve  bank ;  the  same  procedure  as  is  now  permitted  in  making  remit- 
tances to  reserve  agents. 
Bespectfully  submitted. 

Fredebic  H.  Cubtiss,  Chairman. 

Wm.  McC.  Martin. 

O.  H.  McIntosh. 

M.  B.  Hutchison, 

Waldo  Newcomeb. 

Leslie  R.  Palmer. 

The  above  report  was  adopted  by  the  conference  after  paragraph  4  had  been 
amended  as  follows : 

"We  recommend  that  member  banks  be  allowed  to  deposit  for  their  credit 
at  the  outset,  after  the  initial  reserve  and  capital  payments  have  been  made. 
any  checks  drawn  by  member  banks  on  any  Federal  reserve  bank  or  on  member 
banks  in  reserve  and  central  reserve  cities  within  their  respective  districts.*' 

October  21,  1914. 

bkpobt  or  the  committee  on  bonding  of  federal  reserve  agents,  members  of 
their  staff,  or  other  officers  of  the  reserve  banks. 

Your  committee  on  bonding  Federal  reserve  agents  and  their  staff  officers  and 
employees  of  the  banks  beg  to  recommend : 

First.  That  the  bonds  of  each  of  the  Federal  reserve  agents  and  their  staffs 
shall  be  at  least  $500,000. 

Second.  That  the  American  Bankers'  Association  bond  form,  with  phraseology 
modified  to  make  it  a  blanket  form,  be  adopted  for  bonding  the  Federal  reserve 
agents,  their  staff,  and  all  officers  and  employees  of  the  banks. 

Third.  That  all  l)onds  be  written  in  American  companies  approved  by  the 
Treasury  Department. 

Fourth.  That  after  obtaining  competitive  rates  for  the  security  of  the  Federal 
reeerve  bank  the  several  banks  should  secure  their  bonds  in  their  respective 
localities,  as  f^r  as  possible. 

Fifth.  That  the  amount  of  the  bonds  to  be  given  by  the  officers  and  employees 
sboold  be  determined  by  the  directors  of  each  bank. 

Respectfully  submitted. 

J.  Z.  Miller,  Jr.,  Chairman. 

The  above  report  was  adopted  after  the  convention  had  voted  to  strike  out 
tlie  recommendation  that  the  bonds  of  the  Federal  reserve  agents  and  their 
staffs  shall  be  at  least  |500,000. 

October  21,  1914. 

report  of  commiriee  on  mechanical  dcvice8. 

Tour  committee  on  mechanical  devices  met  in  the  office  of  Dr.  Adolph  G. 
Miller  at  2.30  o'clock,  October  20,  and  proceeded  to  give  careful  consideration 
to  the  subject  before  it,  and  begs  to  report  as  follows : 

The  committee  decided  that  it  could  best  serve  the  interests  of  the  Federal 
reserve  banks  by  avoiding  details  as  largely  as  possible  in  its  recommendations, 
as  the  requirements  of  the  banks  will  vary  according  to  sise  and  other  pecn- 
liaritleB,  and  for  the  further  reason  that,  in  its  judgment,  the-  naming  of 
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machines  and  manufacturers  could  offer  little  advantage  and  might  serioasly 
prejudice  the  cause. 

First.  We  recommend  the  general  use  of  standard  mechanical  devices  by  the 
banks  to  as  great  an  extent  as  such  devices  can  be  employed  to  the  most  eco- 
nomical end. 

Second.  We  suggest  that  inasmuch  as  a  council  of  the  governors  of  the  banks 
will  be  held  immediately  following  this  meeting,  this  subject  be  referred  to 
them  for  final  solution ;  and  we  make  this  further  recommendation : 

Inasmuch  as  the  12  Federal  reserve  banks  will  collectively  buy  a  great 
number  of  all  kinds  of  machines,  a  plan  should  be  devised  whereby  concessions 
can  be  obtained  in  the  matter  of  the  cost  of  same ;  and,  looking  to  that  end,  we 
recommend  that  the  council  of  governors  take  action  promptly  to  receive  bids 
from  all  manufacturers  of  standard  mechanical  office  devices,  those  bidding 
to  agree  to  supply  a  part  or  all  of  any  bank's  requirements  and  to  make  deliv- 
eries of  equipment  at  as  early  a  date  as  same  may  be  required.  The  bids  should 
state  the  price  to  be  paid  for  each  machine,  and  each  firm,  company,  or  person 
offering  a  bid  should  be  bound  by  same  to  furnish  as  many  of  the  machines 
as  may  be  required  by  each  of  the  12  Federal  reserve  banks  for  a  period  of 
12  months  from  the  date  of  the  opening  of  the  banks.  Each  bank  should  be 
furnished  with  a  list  of  the  machines  and  prices,  and  be  privileged  to  buy  any 
machine  desirod,  or  to  pursue  its  independent  course  if  it  so  elects. 

Attention  is  called  to  the  General  Supply  Committee,  which  is  the  agency 
through  which  the  Government  departments  jointly  buy  supplies.  It  is  possible 
that  an  arrangement  could  be  effected  by  which  the  Federal  reserve  banks 
could  order  their  labor-saving  devices,  etc.,  through  this  agency,  thus  availing 
themselves  of  the  low  prices  obtainable  by  the  Government  We  call  the 
attention  of  the  council  of  governors  to  same  as  information,  without  recom- 
mendation. 

F,  W.  Foonc,  Chairman, 

Adopted,  October  21,  1914. 


Circular  11a.] 

Refobt  of  the  Committee  on  DEFiNrrioN  of  the  Ditties  of  the  Fesebai.  Rk- 

SEBVE  AGEKT  ARD  DEPIjTT  FEDERAL  RESERVE  AOENT. 

[Bnbmitted  at  conference  of  oflBcers  and  directors  of  Federal  reeerve  banks.  Washinston. 

Oct.  20-21,  1914.] 

The  committee  on  definition  of  the  duties  of  the  Federal  reserve  agent  and 
deputy  Federal  reserve  agent  has  directed  its  consideration  rather  to  the  Im- 
plication than  the  specification  of  the  law. 

The  motive  of  a  member  bank  is  profit,  that  of  a  Federal  reserve  bank  is 
service.  Greed  for  profit  may  incite  to  undue  risks  and  sometimes  to  crime,  re- 
sulting equally  in  wreck,  but  it  is  inconceivable  that  a  desire  to  serve  member 
banks  could  be  so  distorted,  or  an  eagerness  to  earn  6  per  cent  so  obsessing 
that  either  would  urge  the  risk  of  failure.  The  managers  of  such  a  quasi-public 
institution  have  every  incentive  to  guide  it  directly  along  the  very  path  which 
the  Government  would  point  out    There  is  no  confiict  of  interest. 

One  aspect  alone  suggests  a  possible  exception  to  this  general  truth.  It  Is 
conceivable  that  a  disposition  might  arise  to  grant  an  undue  proportion  of  re- 
discounts to  certain  banks  from  personal  favoritism  or  to  banks  of  certain  sec- 
tions from  political  considerationa  Supervision  by  the  Federal  reserve  agent, 
himself  powerless  to  encompass  such  favors,  would  be  a  safeguard,  essential  in 
so  far  as  needed  to  assure  continuously  equitable  and  impartial  administration. 

Important  honor  can  not  be  gleaned  from  being  the  Government's  agent  for 
the  purpose  of  guarding  its  millions  intrusted  to  a  Federal  reserve  bank.  The 
Government's  money  is  the  people's  money.  Where  could  it  better  be  placetl 
than  in  a  Federal  reserve  bank,  organized  with  the  high  purpose  of  service  to 
the  whole  people  and  safe  beyond  peradventure?  And  if  lodged  with  the  Fed- 
eral reserve  agent,  joint  custody  would  so  minimize  the  special  responsibility 
as  even  to  render  the  amount  of  his  fiduciary  bond  unimportant. 

Nor  does  the  Government's  representative  perform  vital  service  in  selecting 
security  for  Federal  reserve  notes  on  the  ground  that  they  are  the  obligations 
of  the  Government.  Analysis  compels  the  conclusion  that  the  Government  has 
only  a  contingent  liability  as  guarantor,  which  is  so  remote  as  to  be  negligible. 


ANNI7AL  BBPOBT  OF  THE  FEDERAL  BE8ERVE  BOABD.  177 

No  dignity  of  title  nor  compliment  of  precedence  can  alter  the  fact  that  a 
Federal  reserve  agent's  specific  routine  duties  have  only  the  importance  of  those 
of  a  trusted  auditor  clerk. 

It  serves  a  useful  purpose  to  constantly  prove  the  quality  of  a  reserve  bank, 
and  this  justifies  the  Federal  reserve  agent's  supervision  In  Government  behalf, 
even  If  unnecessary.  More  Important  functions,  however,  must  be  performed 
to  justify  his  position  as  chairman  of  the  board.  There  should  be  no  attempt 
at  specific  definition  of  larger  duties,  but  there  may  properly  be  suggestion  of 
larger  opportunities  open  to  the  trusted  representative  of  the  Federal  Reserve 
Board,  the  relation  of  which  to  the  reserve  banks  is  that  of  wise.  Inspiring 
guide,  and  not  that  of  suspicious  critic. 

Cboperatlon  is  a  fundamental  essential  to  the  success  of  the  reserve  system — 
its  keynote.  The  measure  of  cooperation  will  be  the  measure  of  its  success. 
Equally  with  the  governor,  the  chairman  of  the  board,  as  the  local  incarnation 
of  the  Federal  Reserve  Board,  should  keep  steadily  in  view,  no  matter  how 
distant,  the  goal  of  a  Federal  reserve  bank — ^a  unified  banking  machinery  in 
the  district*  serving  its  every  sound  Interest  with  largest  helpfulness  and  highest 
efficiency  and  bearing  its  share  of  responsibility  In  national  and  international 
transactions.  Not  only  should  member  banks  be  informed,  but  nonmember 
banks  should  be  infiuenced  to  become  members,  even  if  to  that  end  they  must 
effect  wise  modifications  of  the  act  or  of  State  laws  to  render  membership  pos- 
sible and  advantageou&  An  incidental  benefit  of  larger  volume  by  Increased 
membership  would  be  the  reduced  percentage  of  overhead  expense,  though, 
when  fully  under  way,  the  operating  cost  is  not  likely  to  absorb  an  undue  pro- 
portion of  a  reserve  bank's. earnings.  By  patient  explanation  in  public  and  in 
private  and  through  the  cooperation  of  patriotic  newspapers  the  purpose,  scope, 
and  limitations  of  a  reserve  bank  should  be  made  known,  to  gain  for  the  sys- 
tem the  full  faith  and  powerful  safeguard  of  an  enlightened  public  opinion. 
In  this  endeavor,  as  opportunity  offers,  visits  should  be  made  from  time  to  time 
to  various  parts  of  the  district.  If  not  on  occasions  of  public  gatherings,  with 
Incidental  public  utterance,  such  visits  may  be  even  more  fruitful  in  giving 
better  opportunity  jto  gain  dose  acquaintance  and  enlist  earnest  cooperation. 
The  traveling  expenses  incurred,  properly  modest  as  for  all  engaged  in  public 
work,  could  not  fall  to  be  fully  justified. 

An  eminent  authority  has  said  that  a  banker  has  no  imagination,  and  should 
have  none;  that  he  deals  only  with  facts  as  they  develop  from  day  to  day. 
'The  soundness  of  this  Is  clear.  That  is  banking  as  a  trade.  That  is  the  presi- 
dent of  a  member  bank  operating  with  primary  regard  for  profit.  But  the 
chairman  and  the  governor  of  a  Federal  reserve  bank  should  view  banking  as 
a  profession  and  with  vast  imagination.  They  should  picture  every  possible 
development  of  trade  and  industry,  and  with  unselfish  devotion  seek  to  be 
creative  agents  for  its  realization.  They  should  seek  to  exert  a  benign  and 
inspiring  infiuence  not  alone  upon  the  banking  interests  of  the  district  but  upon 
every  business  interest,  at  times  giving  convincing  reason  for  restraint,  at  times 
giving  steadfastness  for  endurance,  and  again  giving  courage  for  new  enter- 
prise. They  should  seek  to  interpret  to  the  intelligent  satisfaction  of  the  whole 
district  that  steadying,  regulating  influence  which  is  the  underlying  principle 
of  the  Federal  reserve  act  and  enlist  cooperation  in  Its  application. 

While  the  chairman  will  doubtless  be  the  channel  through  which  the  Federal 
Beserve  Board  usually  communicates  with  the  directors  of  a  Federal  reserve 
bank,  yet  to  give  fullest  information  and  clearest  insight  both  governor  and 
chairman  should  render  reports.  The  views  of  the  governor  would  reflect  the 
observations  and  impressions  gained  from  Intimate  daily  touch  with  those 
having  transactions  with  the  bank.  The  chairman's  views  would  be  those  of 
one  a  little  apart  from  the  stress  of  management  though  fully  informed  of  its 
details,  the  more  dispassionate  survey  of  one  observing  rather  than  doing. 
Both  would  naturally  come  into  close  acquaintance  with  the  thoughtful  and  in- 
formed leaders  In  commerce  and  industry  throughout  the  district,  having  rare  op- 
portuni^  to  gain  fundamental  knowledge  of  both  apparent  and  potential  forces. 

The  chairman  of  the  board  should  be  the  partner  of  the  governor,  each 
supreme  In  his  own  department,  assuming  joint  responsibility,  with  votes  of 
equal  power,  in  the  executive  committee,  over  which  the  governor  would  nat- 
urally preside  as  the  one  charged  with  the  responsibilities  of  operation.  There 
could  be  no  conflict  of  authority,  though  continued  disagreements  of  judgment. 
If  over  transactions  which  by  their  repetition  constituted  a  policy  disapproved 
by  the  Federal  Reserve  Board,  would  necessitate  the  governor's  eventual  change 
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of  attitude.  Neither  should  have  the  attitude  of  a  watcher  of  the  other,  as 
both  would  have  the  same  incentive  for  the  bank's  excellence.  The  atiditor 
would  naturally  report  to  the  executiye  committee. 

The  independence  of  the  class  C  directors,  as  Government  representativea, 
should  be  carefully  preserved.  The  law  provides  that  the  Federal  Reserve 
Board  shall  determine  the  salary  of  the  chairman  of  the  board,  though  paid  by 
the  bank.  Consistently  with  this  principle,  the  salary  of  the  deputy  chairman 
and  of  the  third  class  G  director,  to  the  extent  that  they  are  actively  engaged 
in  the  work  of  the  bank,  should  be  determined  in  like  manner,  and  not  by  the 
board  of  the  reserve  bank. 

It:  is  to  be  assumed  that  all  affairs  of  the  bank  will  be  conducted  In  closest 
and  most  harmonious  cooperation,  but  this  is  best  assured  by  clear  statement  of 
authority.  The  nature  of  the  duties  will  require  a  considerable  force  of 
assistants  in  the  department  of  the  chairman  of  the  board.  Experience  alone 
can  determine,  and  doubtless  not  uniformly  in  all  reserve  banks,  the  extent  of 
the  organization  which  will  be  found  advantageous  for  this  department  Among 
other  tilings,  the  auditing  could  properly  be  Included.  A  department  of  bank 
examinations,  operating  in  conjunction  with  the  comptroller's  office,  would  also 
seem  a  natural  part  of  such  a  department  The  conduct  of  a  credit  bureau, 
however,  for  information  regarding  those  borrowing  from  member  banks,  would 
seem  more  properly  a  part  of  the  governor's  operations 

For  effectiveness  each  chairman  must  of  course,  have  broadest  latitude  f6r 
action  at  discretion  without  delay  for  consultation  and  without  red  tape.  This 
renders  its  vital  that  each  should  come  into  frequent  association  with  the  Federal 
Reserve  Board  for  the  more  Intimate  understanding  of  the  board's  desires. 
If  the  chairmen  of  the  several  reserve  banks  should  have  a  periodical  joint 
conference  with  the  Federal  Reserve 'Board,  perhaps  twice  each  year,  this 
puriiose  would  be  served.  They  would  thus  also  learn  general  conditions,  and, 
not  least,  they  would  gain  new  Inspiration. 

From  such  a  view  of  the  organization  of  the  department  and  of  the  illimitable 
opportunities  for  useful  and  patriotic  service  the  office  of  chairman  of  the 
board  is  one  of  greatest  responsibility,  and  calls  for  steadfastness,  wisdom, 
and  statesmanship. 

Respectfully  submitted. 

For  the  committee : 

John  Pebbin,  ChairmafK 

Washington,  D.  0.,  October  22,  19U. 


Circular  No.  12.] 

Stock  Sxtbscbiftions  of  Membeb  Banks. 

Fedebal  Resebve  Boabd, 
Washington,  Ifovember  6,  19H, 

Section  2  of  the  Federal  reserve  act  requires  all  national  banks  to  signl^ 
within  60  days  after  the  passage  of  the  act  whether  or  not  such  banks  intend 
to  become  members  of  the  Federal  Reserve  System,  and  also  requires  those 
banks  which  accept  the  provisions  of  the  act  to  subscribe  to  an  amount  equal 
to  6  per  cent  of  the  unimpaired  capital  and  surplus  of  such  banks  within  90 
days  after  notice  from  the  organization  committee. 

In  allotting  the  stock  to  banks  the  organization  committee  adopted  as  a  basla 
of  allotment  the  capital  and  surplus  of  the  applying  bank  at  the  time  its  ap- 
plication was  filed.  Accordingly,  the  transcript  of  the  stock  register  forwarded 
to  you  to  enable  you  to  open  your  stock  ledger  shows  the  amount  of  capital 
stock  of  your  bank  allotted  to  the  various  member  banks  by  the  organization 
committee  on  the  basis  described. 

Section  5  of  the  Federal  reserve  act  reads  as  follows : 

"  The  capital  stock  of  each  Federal  reserve  bank  shall  be  divided  into  shares 
of  |100  each.  The  outstanding  capital  stock  shall  be  increased  from  time  to 
time  as  member  banks  increase  their  capital  stock  and  surplus  or  as  addi- 
tional banks  become  members,  and  may  be  decreased  as  member  banks  reduce 
their  capital  stock  or  surplus  or  cease  to  be  members.  Shares  of  the  capital 
stock  of  Federal  reserve  banks  owned  by  member  banks  shall  not  be  trans- 
ferred or  hypothecated.  When  a  member  bank  increases  its  capital  stock  or 
surplus,  It  shall  thereupon  subscribe  for  an  additional  amount  of  capital  stock 
of  the  Federal  reserve  bank  of  its  district  equal  to  six  per  centum  of  the  said 
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increaae,  one-half  of  said  snbscriptioii  to  be  paid  in  the  manner  hereinbefore 
provided  for  original  subscription,  and  one-half  subject  to  call  of  the  Federal 
Reserve  Board.  A  bank  applying  for  stock  in  a  Federal  reserve  bank  at  any 
time  after  the  organization  thereof  must  subscribe  for  an  amount  of  the  capital 
stock  of  the  Federal  reserve  bank  equal  to  six  per  centum  of  the  paid-up 
capital  stock  and  surplus  of  said  applicant  bank,  paying  therefor  its  par  value 
plus  one-half  of  one  per  centum  a  month  from  the  period  of  the  last  dividend. 
Wben  the  capital  stock  of  any  Federal  reserve  bank  shall  have  been  increased 
either  on  account  of  the  increase  of  capital  stock  of  member  banks  or  on  ac- 
count of  the  increase  in  the  number  of  member  banks,  the  board  of  directors 
shall  cause  to  be  executed  a  certificate  to  the  Comptroller  of  the  Currency 
showing  the  increase  in  capital  stock,  the  amount  paid  in,  and  by  whom  paid. 
When  a  member  bank  reduces  its  capital  stock  it  shall  surrender  a  proportion- 
ate amount  of  its  holdings  in  the  capital  of  said  Federal  reserve  bank,  and 
when  a  member  bank  voluntarily  liquidates  it  shall  surrender  all  of  its  holdings 
of  the  capital  stock  of  said  Federal  reserve  bank  and  be  released  from  its  stock 
subscription  not  previously  called.  In  either  case  the  shares  surrendered  shall 
be  canceled  and  the  member  bank  shall  receive  in  payment  therefor,  under 
regulations  to  be  prescribed  by  the  Federal  Reserve  Board,  a  sum  equal  to  its 
cash-paid  subscriptions  on  the  shares  surrendered  and  one-half  of  one  per 
centum  a  month  from  the  period  of  the  last  dividend,  not  to  exceed  the  book 
value  thereof,  less  any  liability  of  such  member  bank  to  the  Federal  reserve 
bank." 

In  order  that  your  records  may  show  the  original  subscription  of  all  apply- 
ing banks,  your  stock  ledger  should  contain  the  amount  allotted  to  each  bank 
by  the  organization  committee.  The  increase  or  decrease  of  capital  stock  of 
any  member  bank  should  likewise  appear  on  your  stock  ledger  as  a  separate 
item. 

Your  attention  is  called  to  the  note  on  the  back  of  the  application  for  stock 
in  the  Federal  reserve  banks  for  use  by  member  banks,  which  reads  as  follows : 

'*  If  6  per  cent  of  the  capital  and  surplus  shown  amounts  to  a  sum  not  divis- 
ible by  lOO,  any  excess  or  fractional  part  of  |100  will  entitle  the  applying  bank 
to  one  additional  share  of  stock.  Accordingly,  in  filling  out  the  subscription  on 
the  reverse  side  of  this  form,  the  sum  representing  6  per  cent  of  the  capital  and 
surplus  should  be  divided  by  100  in  order  to  obtain  the  number  of  shares  to  be 
applied  for,  and  if  an  excess  of  less  than  $100  remains,  one  additional  share 
should  be  added  to  the  application  and  included  in  the  subscription  of  stock 
to  be  paid  for  at  par  in  accordance  with  the  provisions  of  the  Federal  reserve 
act" 

From  this  you  will  observe  that  if  6  per  cent  of  the  capital  and  surplus  of 
any  applying  bank  amounts  to  a  sum  not  divisible  by  100,  any  excess  or  frac- 
tional part  of  $100  would  entitle  the  applying  bank  to  one  additional  share  of 
stock.  Accordingly,  it  may  happen  that  a  bank  has  already  been  allotted  a 
share  of  stock  for  a  fractional  part  of  $100.  In  such  case,  if  the  applying  bank 
increases  its  capital  stock,  its  total  allotment  should  be  for  an  amount  equal  to 
6  per  cent  of  its  total  capital  and  surplus,  including  the  increase.  Therefore, 
in  order  to  ascertain  the  amount  of  new  stock  to  be  issued  such  bank  it  will  be 
necessary  to  determine  to  what  amount  the  bank  is  entitled  in  toto  and  then  to 
deduct  the  number  of  shares  of  stock  previously  allotted. 

Forma  for  use  by  banks  applying  for  additional  stock  will  be  furnished  to 
the  several  Federal  reserve  banks  or  to  any  applying  bank,  and  these  applica- 
tions when  properly  filled  out  should  be  sent  first  to  the  Federal  reserve  bank 
of  the  appropriate  district  and  by  the  officers  of  such  reserve  bank  to  the  Fed- 
eral Reserve  Board  for  approval. 

Pending  the  adoption  of  these  forms  by  the  Federal  Reserve  Board  all  Fed- 
eral reserve  banks  should  collect  from  the  subscribing  banks  an  installment 
equal  to  one-third  of  the  stock  allotted  to  such  bank  by  the  organization  com- 
mittee, and  should  subsequently  adjust  on  the  stock  ledger  of  the  Federal  re- 
serve bank  the  matter  of  any  additional  stock  subscribed. 

DECREASE   IK    CAPrTAL    STOOK. 

In  case  of  decrease  of  capital  stock  and  surplus  of  any  member  bank  the 
Federal  reserve  bank  should  likewise  collect  from  the  subscribing  bank  as  its 
first  installment  an  amount  equal  to  one-third  of  the  stock  allotted  to  such 
bank  by  the  organization  committee,  and  should  subsequently  adjust  with  such 
bank  any  amount  due  on  account  of  any  decrease  either  in  capital  or  snrplas. 
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In  all  cases  where  a  subscribing  bank  notifies  the  Federal  reserve  bank  of 
Increase  or  decrease,  this  notice  should  be  transmitted  to  the  Federal  Reserve 
Board  for  its  action. 

It  is  important  that  the  records  of  the  Federal  Reserve  Board,  the  Federal 
reserve  bank,  and  the  Ck>mptroller  of  the  Currency  should  be  in  accord  at  all 
times,  and  to  this  end  notice  of  any  change  in  capital  and  surplus  should  be 
transmitted  to  the  Federal  Reserve  Board  when  received  from  any  member 
bank. 

The  subscribing  bank  should  be  notified  by  the  Federal  reserve  bank  of  this 
method  of  adjustment  whenever  any  increase  or  decrease  of  capital  stock  or 
surplus  is  called  to  the  attention  of  the  Federal  reserve  bank. 

STATE  BANK  APPUCATI0N8. 

The  same  method  should  be  adopted  in  dealing  with  State  bank  subscriptionB. 
The  by-laws  governing  conditions  under  which  State  banks  may  become  mem- 
bers and  a  form  of  application  for  stock  subscription  by  State  banks  will  be 
furnished  to  all  Federal  reserve  banks  in  due  course,  with  full  instructions. 
In  the  meantime  Federal  reserve  banks  should  collect  the  first  Installment  from 
those  State  banks  which  have  been  allotted  stock  by  the  reserve  bank  or- 
ganization committee.  All  other  applications  for  stock  should  be  referred  to 
the  Federal  Reserve  Board. 

H.  Pabkeb  Wilus,  Becretary. 


Circular  No.  12a.     (Superseding  Circular  No.  12.)] 

Stock  Subscbiptions  of  Member  Banks. 

Note. — Attention  is  called  to  corrections  in  heavy  type  on  page  2  of  this  circular,  show- 
Ing  that  amount  to  be  paid  as  first  installment  is  equal  to  one-sixth  instead  of  one-third 
of  amount  allotted  by  Beserve  Bank  Organization  Committee. 

Federal  Reserve  Board. 
Washington,  November  25,  19 H. 

Section  2  of  the  Federal  reserve  act  requires  all  national  banks  to  signify 
within  60  days  after  the  passage  of  the  act  whether  or  not  such  banks  intend  to 
become  meml>ers  of  the  Federal  reserve  system,  and  also  requires  those  banks 
which  accept  the  provisions  of  the  act  to  subscribe  to  an  amount  equal  to  6 
I)er  cent  of  the  unimpaired  capital  and  surplus  of  such  banks  within  80  days 
after  notice  from  the  organization  committee. 

In  allotting  the  stock  to  banks  the  organization  committee  adopted  as  a 
basis  of  allotment  the  capital  and  surplus  of  the  applying  bank  at  the  time 
Its  application  was  filed.  Accordingly  the  transcript  of  the  stock  register 
forwarded  to  you  to  enable  you  to  open  your  stock  ledger  shows  the  amount 
of  capital  stock  of  your  bank  allotted  to  the  various  member  banks  by -the 
organization  committee  on  the  basis  described. 

Section  5  of  the  Federal  reserve  act  reads  as  follows : 

"  The  capital  stock  of  each  Federal  reserve  bank  shall  be  divided  into  shares 
of  $100  each.  The  outstanding  capital  stock  shall  be  increased  from  time  to 
time  as  member  banks  increase  their  capital  stock  and  surplus  or  as  additional 
banks  become  members,  and  may  be  decreased  as  member  banks  reduce  their 
capital  stock  or  surplus  or  cease  to  be  members.  Shares  of  the  capital  stock  of 
F^eral  reserve  banks  owned  by  member  banks  shall  not  be  transferred  or  hy- 
pothecated. When  a  member  bank  increases  its  capital  stock  or  surplus  it  shall 
thereupon  subscribe  for  an  additional  amount  of  capital  stock  of  the  Federal 
reserve  bank  of  its  district  equal  to  6  per  centum  of  the  said  increase,  one-half 
of  said  subscription  to  be  paid  in  the  manner  hereinbefore  provided  for  origi- 
nal subscription,  and  one-half  subject  to  call  of  the  Federal  Reserve  Board.  A 
bank  applying  for  stock  in  a  Federal  reserve  bank  at  any  time  after  the  organi- 
zation thereof  must  subscribe  for  an  amount  of  the  capital  stock  of  the  Federal 
reserve  bank  equal  to  6  per  centum  of  the  paid-up  capital  stock  and  surplus 
of  said  applicant  bank,  paying  therefor  its  par  value  plus  one-half  of  1  per 
centum  a  month  from  the  period  of  the  last  dividend.  When  the  capital  stock 
of  any  Federal  reserve  bank  shall  have  been  increased  either  on  account  of 
the  increase  of  capital  stock  of  member  banks  or  on  account  of  the  increase 
in  the  number  of  member  banks,  the  board  of  directors  shall  cause  to  be 
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executed  a  certificate  to  the  Ck)mptroUer  of  the  Currency  showing  the  increase 
In  capital  stock,  the  amount  paid  in,  and  by  whom  paid.  When  a  member 
bank  reduces  its  capital  stock  it  shall  surrender  a  proportionate  amount  of 
Its  holdings  in  the  capital  of  said  Federal  reserve  bank,  and  when  a  member 
bank  Toluntarily  liquidates  it  shall  surrender  all  of  Its  holdings  of  the  capital 
stock  of  said  Federal  reserve  bank  and  be  released  from  its  stock  subscription 
not  previously  called.  In  either  case  the  shares  surrendered  shall  be  canceled 
and  the  member  bank  shall  receive  in  payment  therefor,  under  regulations  to 
be  prescribed  by  the  Federal  Reserve  Board,  a  sum  equal  to  its  cash-paid 
subscriptions  on  the  shares  surrendered  and  one-half  of  1  per  centum  a  month 
from  the  period  of  the  last  dividend,  not  to  exceed  the  book  value  thereof,  less 
any  liability  of  such  member  bank  to  the  Federal  reserve  bank." 

In  order  that  your  records  may  show  the  original  subscription  of  all  applying 
banks,  year  stock  ledger  should  contain  the  amount  allotted  to  each  bank  by  the 
otgani^tion  committee.  The  Increase  or  decrease  of  capital  stock  of  any 
monber  bank  should  likewise  appear  on  your  stock  ledger  as  a  separate  item. 

Your  attention  is  called  to  the  note  on  the  back  of  the  application  for  stock 
in  the  Federal  reserve  banks  for  use  by  member  banks,  which  reads  as  follows : 

"  If  6  per  cent  of  the  capital  and  surplus  shown  amounts  to  a  sum  not  dlvis- 
able  by  100,  any  excess  or  fractional  part  of  $100  will  entitled  the  applying 
bank  to  one  additional  share  of  stock.  Accordingly,  in  filling  out  the  subscrip- 
tion on  the  reverse  side  of  this  form,  the  sum  representing  6  per  cent  of  the 
capital  and  surplus  should  be  divided  by  100  in  order  to  obtain  the  number  of 
shares  to  be  applied  for,  and  if  an  excess  of  less  than  $100  remains,  one  addi- 
tional share  should  be  added  to  the  application  and  included  in  the  subscrip- 
tion of  stock  to  be  paid  for  at  par  In  accordance  with  the  provisions  of  the 
Federal  reserve  act." 

From  this  you  will  observe  that  if  6  per  cent  of  the  capital  and  surplus  of 
any  applying  bank  amounts  to  a  sum  not  divisible  by  100,  any  excess  or  frac- 
tional xMirt  of  $100  would  entitle  the  applying  bank  to  one  additional  share  of 
stock.  Accordingly  it  may  happen  that  a  bank  has  already  been  allotted  a 
share  of  stock  for  a  fractional  part  of  $100. 

INCREASE  IN  CAPITAL  STOCK. 

In  the  event  of  any  increase  in  capital  stock  or  surplus  by  a  member  bank  its 
total  allotment  should  be  for  an  amount  equal  to  6  per  cent  of  its  total  capital 
and  surplus,  including  the  increase.  Therefore,  in  order  to  ascertain  the  amount 
of  new  stock  to  be  issued  such  bank  it  will  be  necessary  to  determine  to  what 
amount  the  bank  is  entitled  in  toto  and  then  to  deduct  the  number  of  shares 
of  stock  previously  allotted. 

Forms  for  use  by  banks  applying  for  additional. stock  will  be  furnished  to 
the  several  Federal  reserve  banks  or  to  any  applying  bank,  and  these  applica- 
tions when  properly  filled  out  should  be  sent  first  to  the  Federal  reserve  bank 
of  the  appropriate  district  and  by  the  officers  of  such  reserve  bank  to  the 
Federal  Reserve  Board  for  approval. 

Pending  the  adoption  of  these  forms  by  the  Federal  Reserve  Board  all  Fed- 
eral reserve  banks  should  collect  from  the  subscribing  banks  an  installment 
equal  to  one-sixth  of  the  stock  allotted  to  such  bank  by  the  organization  com- 
mittee, and  should  subsequently  adjust  on  the  stock  ledger  of  the  Federal 
reserve  bank  the  matter  of  any  additional  stock  subscribed. 

DECBEASE  IN   CAPITAL  STOCK. 

ih  case  of  decrease  of  capital  stock  and  surplus  of  any  member  bank  the 
Federal  reserve  bank  should  likewise  collect  from  the  subscribing  bank  as  its 
first  installment  an  amount  equal  to  one-sixth  of  the  stock  allotted  to  such 
bank  by  the  organization  committee,  and  should  subsequently  adjust  with  such 
bank  any  amount  due  on  account  of  any  decrease  either  in  capital  or  surplus. 

In  all  cases  where  a  subscribing  bank  notifies  the  Federal  reserve  bank  of 
increase  or  decrease,  this  notice  should  be  transmitted  to  the  Federal  Reserve 
Board  for  its  action. 

It  is  important  that  the  records  of  the  Federal  Reserve  Board,  the  Federal 
reserve  bank,  and  the  Ck>mptroller  of  the  Currency  should  be  in  accord  at  all 
times,  and  to  this  end  notice  of  any  change  in  capital  and  surplus  should  be 
transmitted  to  the  Federal  Reserve  Board  when  received  from  any  member  bank. 
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The  subscribing  bank  should  be  notified  by  the  Federal  reserve  bank  of  this 
method  of  adjustment  whenever  any  increase  or  decrease  of  capital  stock  or 
surplus  is  called  to  the  attention  of  the  Federal  reserve  bank. 


STATE  BANK  APFLIOATIONB. 

The  same  method  should  be  adopted  to  dealing  with  State  bank  subscrip- 
tions. The  by-laws  governing  conditions  under  which  State  banks  may  become 
members  and  a  form  of  application  for  stock  subscription  by  State  banks  will 
be  furnished  to  all  Federal  reserve  banks  in  due  course,  with  full  instructions. 
In  the  meantime  Federal  reserve  banks  should  collect  the  first  installment 
from  those  State  banks  which  have  been  allotted  stock  by  the  reserve  bank 
organization  committee.  All  other  applications  for  stock  should  be  referred  to 
the  Federal  Reserve  Board. 

H.  Pabkeb  Willis,  Secretary, 


Circular  No.  13.] 


Federal  Reserve  Boabd, 
WiMhinffton,  November  10,  19H. 


To  all  Federal  reserve  hanks: 

In  view  of  the  impending  opening  of  the  Federal  reserve  banks,  the  Federal 
Reserve  Board  deems  It  proper  to  outline  in  this  circular,  in  broad  general 
terms,  the  discount  policy  which  it  believes  might  be  pursued  to  advantage  by 
the  Federal  reserve  banks  at  the  outset 

While  the  most  acute  stage  of  the  recent  financial  emergency  appears  to  have 
passed,  the  conditions  in  other  countries  make  it  necessary  that  the  United 
States  should,  to  the  utmost  degree  of  efficiency,  organize  and  make  available 
its  own  resources  in  order  that  it  may  provide  for  its  own  needs  and  replace 
the  facilities  suddenly  destroyed  by  the  closing  of  so  many  of  the  accustomed 
channels  of  credit  and  trade. 

The  directors  and  governors  of  the  Federal  reserve  banks  at  a  conference  In 
Washington  on  October  20  and  21  recommended  that  the  banks  be  opened 
without  attempting  at  the  outset  to  perform  all  the  functions  and  duties  con- 
templated in  the  act,  but  that  they  be  prepared  to  accept  deposits  of  reserves 
payable  in  lawful  money,  to  discount  bills  of  exchange  and  commercial  paper, 
and  to  accept  the  deposit  (after  the  reserve  payments  had  been  made)  of  checks 
drawn  by  member  banks  on  any  Federal  reserve  bank  or  member  banks  in  the 
reserve  and  central  reserve  cities  within  their  respective  districts.  It  was  the 
opinion  of  the  conference  that  arrangements  for  the  exercise  of  the  additional 
powers  granted  by  the  act  to  the  Federal  reserve  banks  be  completed  as  rapidly 
as  the  establishment  of  safe  and  efficient  organizations  would  permit  The 
Federal  Reserve  Board  is  in  accord  with  these  suggestions. 

It  should  be  borne  in  mind  that,  although  our  exports  are  showing  a  gratl- 
tying  increase,  there  is  still  a  large  cash  balance  due  to  European  countries  for 
which  gold  may  be  demanded,  and  that  a  large  quantity  of  American  securities 
held  abroad  may  be  returned  to  the  United  States,  while  on  the  other  hand 
more  than  $300,000,000  of  emergency  currency  must  be  gradually  retired.  No 
one  can  estimate  the  duration  of  the  war  or  predict  what  will  be  the  financial 
and  commercial  conditions  when  peace  shall  be  restored.  Our  own  industrial 
development  has  been  greatly  facilitated  by  foreign  capital,  and  we  have  been 
accustomed  to  borrow  large  sums  annually  in  Europe  and  to  sell  American 
securities  there,  which  attracted  foreigners  because  of  their  higher  rate  of 
return  as  compared  with  European  investments.  It  is  probable  that  at  the  end 
of  the  war  interest  rates  in  Europe  will  be  higher  than  they  have  been  ii^rthe 
past  and  greater  investment  returns  will  be  yielded.  The  tremendous  destruc- 
tion of  property  and  waste  of  capital  will  not  only  check  the  fiow  of  European 
savings  to  the  United  States,  but  may  dispose  foreign  investors  to  return  us 
the  securities  they  now  hold.  Lower  money  rates  in  this  country  would  be 
likely  to  accentuate  this  tendency,  while,  on  the  other  hand,  higher  interest 
rates  and  larger  investment  returns  on  our  side  would  check  It 

The  function  of  the  Federal  reserve  banks  is,  therefore,  of  a  twofold  char- 
acter. They  should  extend  credit  facilities,  particularly  where  the  abnormal 
conditions  now  prevailing  have  created  emergencies  demanding  prompt  accom- 
modation; and,  on  the  other  hand,  they  must  protect  the  gold  holdings  of  this 
country  in  order  that  such  holdings  may  remain  adequate  to  meet  demands 
that  may  be  made  upon  them.  While  credit  facilities  should  be  liberally  ex- 
tended in  some  parts  of  the  country,  it  would  appear  advisable  to  proceed  with 
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caQtlan  in  districts  not  in  need  of  Immediate  relief  and  to  await  the  effect  of 
the  release  of  reserves  and  of  the  changes  which  the  credit  mechanism  of  the 
country  is  about  to  experience  before  establishing  a  definite  discount  policy. 

Commercial  paper. — ^The  Federal  Reserve  Board,  under  section  13  of  the  Fed- 
eral reserve  act,  has  the  right  to  determine  or  define  the  character  of  paper 
eligible  for  discount,  to  wit,  "  notes,  drafts,  and  bills  of  exchange  arising  out  of 
actual  commercial  transactions;  that  is,  notes,  drafts,  and  bills  of  exchange 
issued  or  drawn  for  agricultural,  industrial,  or  commercial  purposes^  or  the 
proceeds  of  which  have  been  used  or  are  to  be  used  for  such  purposes." 

Bearing  in  mind  the  requirements  of  the  present  situation,  the  Federal  Re- 
serve Board  believes  that  it  would  be  inadvisable  at  this  time  to  issue  regula- 
tions placing  a  narrow  or  restricted  interpretation  upon  the  section  defining 
the  character  of  paper  eligible  for  discount.  It  has  therefore  been  decided  not 
at  this  time  to  enter  uinm  the  discussion  of  the  question  of  single  or  double 
name  paper,  but  to  admit  both  forms  of  bills  to  rediscount  with  the  Federal 
reserve  banks. 

The  Federal  Reserve  Board  proposes,  however,  to  prescribe  the  following 
basic  principles  for  the  guidance  of  Federal  reserve  banks  and  member  banks: 

(a)  No  bill  shall  be  admitted  to  rediscount  by  Federal  reserve  banks  the 
proceeds  of  which  have  been  or  are  to  be  applied  to  permanent  investment,  and 
regulation  No.  2  has  been  formulated  with  the  intention  of  giving  effect  to  this 
principle,  and  is  herewith  inclosed. 

{b)  Maturities  of  discounted  bills  should  be  well  distributed.  It  is  the  well- 
established  practice  of  European  reserve  banks  to  invest  only  in  obligations 
maturing  within  a  short  time.  It  is  a  general  rule  not  to  purchase  paper  having 
more  than  90  days  to  run.  The  maturities  of  these  notes  and  bills  are  so  well 
distributed  as  to  enable  those  banks  within  a  short  time  to  strengUien  their 
hold  on  the  general  money  market  by  collecting  at  maturity  or  by  reinvesting 
at  a  higher  rate  a  very  substantial  proportion  of  their  assets.  Acting  on  this 
principle,  the  Federal  reserve  banks  should  be  in  position  to  liquidate,  when- 
ever such  a  course  is  necessary,  substantially  one-third  of  all  their  investments 
within  a  period  of  30  days.  Departure  from  this  principle  will  endanger  the 
safety  of  the  system.  It  is  observance  of  this  principle  that  affords  justification 
for  permitting  member  banks  to  count  balances  with  Federal  reserve  banks  as 
the  equivalent  of  cash  reserves. 

(c)  Bills  should  be  essentially  self-liquidating. 

Safety  requires  not  only  the  bills  ^  held  by  the  Federal  reserve  banks  should 
be  of  short  and  well-distributed  maturities,  but,  in  addition,  should  be  of  such 
character  that  it  is  reasonably  certain  that  they  can  be  collected  when  th^ 
mature.  They  ought  to  be  essentially  "  self -liquidating/'  or,  In  other  worda^ 
should  represent  in  every  case  some  distinct  step  or  stage  in  the  productive  or 
distributive  process— the  progression  of  goods  from  producer  to  consumer.  The 
more  nearly  these  steps  approach  the  final  consumer  the  smaller  will  be  the 
amount  involved  in  each  transaction  as  represented  by  the  bill,  and  the  more 
automatically  self-liquidating  will  be  its  character. 

Double-name  paper  drawn  on  a  purchaser  against  an  actual  sale  of  goods 
affords,  from  the  economic  point  of  view,  prima  ttide  evidence  of  the  character 
of  the  transaction  from  which  it  arose.  Single-name  notes,  now  so  freely  used 
in  the  United  States^  may  represent  the  same  kind  of  transactions  as  those 
bearing  two  names.  Inasmuch,  however,  as  the  single-name  paper  does  not 
show  on  its  face  the  character  of  the  transaction  out  of  which  it  arose — an 
admitted  weakness  of  this  form  of  paper — ^It  is  incumbent  upon  each  Federal 
reserve  bank  to  Insist  that  the  character  of  the  business  and  the  general  status 
of  the  concern  supplying  sudi  paper  should  be  carefully  examined  in  order 
that  the  discounting  bank  may  be  certain  that  no  such  single-name  paper  has 
been  issued  for  purposes  excluded  by  the  act,  such  as  investments  of  a  perma- 
nent or  speculative  nature.  Only  careful  inquiry  on  these  points  will  render 
It  safe  and  proper  for  a  Federal  reserve  bank  to  consider  such  a  paper  a  "  self- 
liquidating"  Investment  at  maturity. 

Turning  now  to  the  question  of  procedure,  it  is  not  thought  necessary  to 
impose  upon  the  banks  the  observance  of  methods  which  would  involve  needless 
difficulty  or  delay.  It  is  therefore  not  deemed  essential  that  a  statement  of 
condition  be  attached  to  each  bill  when  sold  to  a  Federal  reserve  bank.    It  is, 


1  For  brevlty'B  sake,  the  words  '*  bills  "  and  "  notes  "  whenever  used  in  these  paragraphs 
Inelnde  bills,  notes,  and  drafts,  as  speclHed  In  the  act 
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however,  thought  advisable  by  the  board  to  require  that  on  and  after  January 
15,  1915,  no  paper  shall  be  discounted  or  purchased  by  Federal  reserve  banks 
that  does  not  bear  on  Its  face  the  evidence  that  it  is  eligible  for  rediscount 
under  the  principles  and  definitions  above  outlined  and  as  expressed  in  regula- 
tion No.  2,  and  that  the  seller  of  the  paper  has  given  a  statement  to  the  member 
bank.    A  rubber  stamp  stating,  in  substance — 


I2LX0IBLB  FOB   REDISCOUNT   WITH 

FEDERAL  RESERVE  BANKS 

DNI»B  BBOULATIONB  OF 

Fbdbbal  Rbsibvs  Board  Cibculab  No.  13. 

CREDIT  FILE  No.  . 

DISTRICT  No.  . 

(Name  of  Member  Bank.) 


is  considered  sufficient  evidence  to  that  effect  at  this  time.  It  would  be  under- 
stood that  the  Federal  reserve  bank  could  at  any  time  call  for  the  appropriate 
credit  file,  and  it  may  be  expected  that  the  data  thus  gathered — pfurticu- 
larly  the  files  of  more  important  firms  and  of  those  rediscountlng  in  larger 
bureau  which.  In  turn,  may  eventually  develop  into  a  central  credit  bureau 
for  the  benefit  of  all  the  Federal  reserve  banks  of  the  system, 
amounts — will  be  so  catalogued  as  to  furnish  the  nucleus  of  an  effective  credit 

For  the  time  being  certified  accountants'  statements  will  not  be  required. 
This  matter  is  reserved  for  regulation  at  a  later  date.  The  required  statement 
as  outlined  above  should  be  signed  under  oath  and  should  contain  a  short 
general  description  of  the  character  of  the  business,  the  balance  sheet,  and  the 
profit  and  loss  account.  Assets  should  be  divided  into  permanent  or  fixed 
investments,  slow  assets,  and  quick  asseta  On  the  liability  side  should  be 
shown  capital,  long-term  loans,  and  short-term  loans.  Short-term  loans  should 
be  in  proper  proportion  to  quick  assets,  and  the  statement  should  contain  satis- 
factory evidence  that  short-term  paper  is  not  being  sold  against  permanent  or 
slow  investments.  The  statement  should  furthermore  show  the  mnYiynnfn 
aggregate  amount  up  to  which  the  concern  supplying  this  paper  expects  to  bor- 
row on  short  credit  or  sale  of  Its  paper,  and  the  concern  giving  the  statem^it 
should  obligate  itself  to  obtain  the  member  bank's  consent  before  exceeding 
the  agreed  limit  The  affixing  of  the  stamp  stating  such  paper  to  be  eligible 
for  rediscount  will  be  considered  a  solemn  and  binding  declaration  by  the 
member  bank  that  the  statement  has  been  examined  from  this  point  of  vievir 
and  that  the  paper  bought  complies  with  all  the  requirements  of  the  law  and 
the  regulations  hereby  imposed. 

The  board  appends  two  additional  regulations:  No.  3,  covering  discount 
transactions  on  or  before  January  15 ;  No.  4,  discount  operations  on  and  after 
January  15. 

Siaf-moniM  paper. — ^The  law  provides  that  the  Federal  Reserve  Board  shall, 
fix  the  percentage  of  its  capital  (by  which  is  understood  that  portion  of 
the  capital  paid  in)  up  to  which  a  Federal  reserve  bank  may  discount  ''notes, 
drafts,  and  bills  drawn  or  issued  for  agricultural  purposes,  or  based  on  live 
stock,  and  having  a  maturity  not  exceeding  six  months."  The  law  permits  the 
Federal  Reserve  Board  to  deal  with  each  Federal  reserve  bank  individually  in 
fixing  this  limit. 

The  Federal  Reserve  Board  has  determined  to  fix  this  limit  generally,  and 
until  further  notice,  at  25  per  cent  of  the  capital  that  shall  have  been  paid  in 
from  time  to  time.  For  those  districts  in  which,  during  certain  seasons,  six- 
months'  paper  is  particularly  required  to  carry  through  agricultural  operations 
the  limit  will  be  increased  from  time  to  time  upon  requests  made  by  Federal 
reserve  banks  to  the  Federal  Reserve  Board. 

Regulation  No.  6,  relating  to  six-months'  imper,  is  appended  hereto. 

Regulation  No.  6,  relating  to  bank  acceptances,  is  likewise  appended. 

Ghabucs  S.  Hamlin,  Oovemor. 
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EXHIBIT  F. 

Federal  AmnsoBT  Ck>i7iTciL. 

The  creation  of  a  Federal  advisory  council  Is  provided  for  In  section  12  of 
the  Federal  reserve  act  In  the  following  words : 

"There  is  hereby  created  a  Federal  advisory  council  which  shall  consist  of 
as  many  members  as  there  are  Federal  reserve  districts.  Elach  Federal  reserve 
bank  by  Its  board  of  directors  shall  annually  select  from  its  own  Federal  re- 
serve district  one  member  of  said  council,  who  shall  receive  such  compensation 
and  allowances  as  may  be  fixed  by  his  board  of  directors,  subject  to  the  ap- 
proval of  the  Federal  Reserve  Board.  The  meetings  of  said  advisory  council 
shall  be  held  at  Washington,  District  of  Columbia,  at  least  four  times  each 
year,  and  oftener  if  called  by  the  Federal  Reserve  Board.  The  council  may,  in 
addition  to  the  meetings  above  provided  for,  hold  such  other  meetings  in  Wash- 
ington, District  of  Columbia,  or  elsewhere,  as  It  may  deem  necessary,  may  select 
its  own  officers  and  adopt  its  own  methods  of  procedure,  and  a  majority  of  Its 
members  shall  constitute  a  quorum  for  the  transaction  of  buslnesa  Vacancies 
in  the  conncil  shall  be  filled  by  the  respective  reserve  banks,  and  members 
selected  to  fill  vacancies  shall  serve  for  the  unexpired  term." 

As  the  selectioa  of  members  of  the  council  could  not  be  made  until  after 
the  organization  of  the  board  of  directors  of  each  Federal  reserve  bank,  com- 
plete membership  of  this  body  was  not  determined  until  December  8,  1914,  at 
which  date  notification  was  received  by  the  Federal  Reserve  Board  that  the 
last  of  the  elections  of  members  of  the  advisory  council  had  been  held.  The 
Federal  Reserve  Board  thereupon  sent  to  each  newly  elected  member  of  the 
advisory  council  an  invitation  to  meet  at  Washington  on  December  15,  1914, 
recognizing  that  the  Federal  advisory  council  is  a  separate  and  independent 
body,  but  feeling  that  courte^  demanded  that  an  Invitation  should  be  extended 
to  meet  with  the  Federal  Reserve  Board  at  the  earliest  possible  date.  The 
meeting  was  accordingly  held  December  15  and  16,  1914,  and  the  Federal 
advisory  council  organized  by  electing  the  following  officers :  James  B.  Forgan, 
president;  Levi  li.  Rue,  vice  president  Executive  committee:  Messrs.  James 
B.  Forgan,  Levi  L.  Rue,  J.  P.  Morgan,  Daniel  G.  Wing,  and  W.  S.  Rowe. 

Under  the  provision  of  the  Federal  reserve  act  cited  above  the  term  of  office 
for  a  member  of  the  Federal  advisory  council  is  one  year,  during  which  period 
at  least  four  meetings  are  to  be  held.  The  present  members  of  the  council, 
whose  terms  of  office  will  expire  December  81, 1915,  are  as  follows : 

Daniel  C.  Wing,  representing  district  No.  1,  president  First  National  Bank, 
Boston. 

J.  P.  Morgan,  representing  district  No.  2,  J.  P.  Morgan  &  Co.,  New  York. 

li.  L.  Rue,  representing  district  No.  3,  president  Philadelphia  National  Bank, 
Philadelphia. 

W.  S.  Rowe,  representing  district  No.  4,  president  First  National  Bank,  Cin- 
cinnati ;  director  Federal  Reserve  Bank  of  Cleveland. 

George  J.  Seay,  representing  district  No.  5,  governor  Federal  Reserve  Bank 
of  Richmond. 

Charles  A.  Lyerly,  representing  district  No.  6,  president  First  National  Bank, 
Chattanooga. 

James  B.  Forgan,  representing  district  No.  7,  president  First  National  Bank, 
Chicago ;  director  Federal  Reserve  Bank  of  Chicago. 

Rolla  Wells,  representing  district  No.  8,  governor  Federal  Reserve  Bank  of 
St.  Louis. 

C.  T.  JafTray,  representing  district  No.  9,  first  vice-president  First  National 
Bank,  Minneapolis. 

B.  F.  Swlnney,  representing  district  No.  10,  president  First  National- Bank, 
Kansas  City. 

J.  Howard  Ardrey,  representing  district  No.  11,  cashier  City  National  Bank, 
Dallas. 

Archibald  Kalns,  representing  district  No.  12,  governor  Federal  Reserve  Bank 
of  San  Francisco. 

EXHIBIT  G. 

Officebs  and  Dibeotobs  of  Fedebal  Resebve  Banks. 

Section  4  of  the  Federal  reserve  act  provides  that  the  board  of  directors  of 
each  Federal  reserve  bank  shall  consist  of  nine  members,  holding  office  for 
three  years,  and  divided  into  classes  A«  B,  and  C. 
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"Class  A  shall  consist  of  three  members,  who  shall  be  chosen  by  and  be 
representative  of  the  stockholding  banks. 

"  Glass  B  shall  consist  of  three  members,  who  at  the  time  of  their  election 
shall  be  actively  engaged  in  their  district  in  commerce,  agriculture,  or  some 
other  industrial  pursuit. 

"Glass  G  shall  consist  of  three  members  who  shall  be  designated  by  the 
Federal  Reserve  Board.  When  the  necessary  subscriptions  to  the  capital  stock 
have  been  obtained  for  the  organization  of  any  Federal  reserve  bank,  the  Fed- 
eral Reserve  Board  shall  appoint  the  class  C  directors  and  shall  designate  one 
of  such  directors  as  chairman  of  the  board  to  be  selected." 

Under  the  provisions  of  this  section  directors  of  classes  A  and  B  were  elected 
by  the  member  banks  in  each  district,  while  those  of  class  G,  Including  the 
Federal  reserve  agents  and  deputy  Federal  reserve  agents,  in  each  case  also 
chairman  and  vice  chairman,  respectively,  of  the  board  of  directors  of  the 
Federal  reserve  bank,  were  appointed  by  the  Federal  Reserve  Board.  Followlnir 
is  the  provision  contained  in  section  4  concerning  the  term  of  office  of  directors : 

"At  the  first  meeting  of  the  full  board  of  directors  of  each  Federal  reserve 
bank  it  shall  be  the  duty  of  the  directors  of  classes  A,  B,  and  G,  respectively, 
to  designate  one  of  the  members  of  each  class  whose  term  of  office  shall  expire 
in  one  year  from  the  first  of  January  nearest  to  date  of  such  meeting,  one  whose 
term  of  office  shall  expire  at  the  end  of  two  years  from  said  date,  and  one  whose 
term  of  office  shall  expire  at  the  end  of  three  years  from  said  date.  Thereafter 
every  director  of  a  Federal  reserve  bank  chosen  as  hereinbefore  provided  shall 
hold  office  for  a  term  of  three  years.  Vacancies  that  may  occur  in  the  several 
classes  of  directors  of  Federal  reserve  banks  may  be  filled  in  the  manner  pro- 
vided for  the  original  selection  of  such  directors,  such  appointees  to  hold  office 
for  the  unexpfl^  terms  of  their  predecessors." 

The  directors  of  the  12  Federal  reserve  banks  elected  or  appointed  under  the 
provisions  of  section  4  above  cited,  with  their  terms  of  office,  are  as  foUows, 
the  governors  of  the  several  banks  for  convenience  being  also  included  in  this 
list: 

Boards  of  directors  and  governors  of  the  Federal  reserve  hanks  and  Federal 

reserve  agents. 


DISTBICT  NO.  1.— FEDERAL  RESERVE  BANK  OF  BOSTON. 

[Frederic  H.  Curtiss,  chidrman  and  Federal  reserve  agent   Walter  8.  Hacilmey,  deimty  ffTmirtntn  and 

deputy  reserve  agent.    Alfred  L.  Ail^en,  governor.] 


Class. 


A 

B 
C. 


Name. 


(T.  P.  Real 

C.  G.  Sanford 

A.M.  Heard 

Chas.  A.Moras 

B.  R.  Morse. 

.Chas.  O.  Wasbbnm. 
Frederic  H.  Cortias. 
Walter  S.  Hackney. 
Allen  Hollis. 


Residence. 


Boston,  Mass. . . . , 
Bridgeport,  Conn. 
Manchester,  N.  H 

Boston,  Mass. 

Proctor,  Vt 

Worchester,  Mass. 

Boston,  Mass 

Providence,  R.  I. 
Canoord, N.  H... 


Term  expires. 


Deo. 
Deo. 
Deo. 
Deo. 
Dec. 
Dec. 
Dec 
Deo. 
Deo. 


31,1917 
81,1916 
31,1915 
31,1917 
31, 1916 
31,1915 
31,1917 
31,1916 
31,1915 


Group. 


1 
2 
8 
1 
2 
3 
1 
2 
8 


DISTRICT  NO.  2.— FEDERAL  RESERVE  BANK  OF  NEW  YORK. 

(Pierre  Jay,  chairman  and  Federal  reserve  agent    Charles  Starek,  deputy  chairman  and  deputy  reserve 

agent    Benjamin  Strang,  Jr.,  governor.] 


Class. 


Name. 


ResidfiDoe. 


Term  expiree. 


Group. 


A 
B 
C. 


rWUllam  Woodward. 

R.  H.  Treman 

F.  D.  Locke. 

H.  R.  Towne 

W.  B.  Thompson... 

L.  R.  Palmer 

Pierre  Jay 

Charles  Starek 

George  F.  Peabody.. 


New  York,  N.Y 

Ithaca,  N.Y 

Buffalo,  N.Y 

New  York.  N.Y 

Yonkers,N.  Y 

CrotOQ-on-Hudaan,  N.  Y. 

NewYork,N.  Y 

do..... 

Lake  George,  N.  Y 


Deo. 
Deo. 
Deo. 
Dec 
Dec. 
Dec. 
Deo. 
Dec. 
Dee. 


31,1916 
31,1917 
31,1915 
31,1916 
31,1917 
31,1915 
31,1916 
31,1917 
31,1915 


1 
2 
8 
1 
2 
8 
1 
2 
8 
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Boards  of  directors  cmd  governors  of  the  Federal  reserve  J>anhs  and  Federal 

reserve  ai/ents-— Continued. 

DISTRICT  NO.'  3.— FEDEBAL  RESERVE  BANE  OF  PHILADELPHIA. 

(Rlohanl  L.  Austin,  chalnnan  and  FedenU  reserve  agent    Oeoree  M.  La  Monte,  deputy  chairman  and 

deputy  reserve  agoit.    Charles  J.  Rhooos,  governor.] 


Class. 


A 
B 

0. 


Name. 


C.  J.  Rhoads 

W.  H.  Peck. 

M.J.  Murphy , 

A  B.  Johnson 

£.8.  Stuart 

lO.  W.  F.  Qaunt 

fRichard  L.  Austin. . . 
Oeorge  M.  La  Monte. 
OeoigeW.  Norrls... 


Residence. 


Philadelphia,  Fa... 

Scranton,  Pa. 

do 

Philadelphia,  Pa... 

do 

MumcaHill,N.J.. 
Philadelphia,  Pa... 
Bound  Brook,  N.  J. 
Philadelphia,  Pa... 


Term  expires. 


Dea  31,1917 
Deo.  31,1916 
Deo.  31,1916 

....do.. 

Deo.  31,1917 
31,1916 
31,1917 
31,1916 
31,1916 


Dec. 
Dec. 
Dec. 
Deo. 


Group. 


1 
2 
8 
1 
2 
3 
1 
2 
3 


DISTRICT  NO.  4.— FEDERAL  RESERVE  BANK  OF  CLEVELAND. 

p.  Cw  Wins,  chairman  and  Federal  reserve  sgent.    Lyman  H.  Treadway,  deputy  chairman  and  deputy 

reserve  agent.    E.  R.  Fancher,  governor.] 


ClasB. 


A. 
B. 
0. 


Name. 


Robert  Wardrop 

W.  8.  Rowf. 

8.  B.  Rankm 

T.  A.  Comhs 

C.  H.Bagley 

A.  B.  Patridc 

fD.C.  Wills. 

Lyman  H.  Treadway. 
m  P.Wolfe 


Residence. 


Pittsburgh,  Pa. 

Cincinnati,  Ohio 

Soath  Charleston,  Ohio 

Lexington,  Ky 

Corry,  Pa 

Salyersville,  Ky 

BeUevue.Pa 

Cleveland,  Ohio. 

Columbus,  Ohio. 


Term  expires. 


Dec. 
Deo. 
Deo. 
Dec. 
Deo. 
Dec 
Deo. 
Dec. 
Deo. 


31,1917 
31,1916 
31,1915 
31,1917 
31,1916 
31,1915 
31,1917 
31,1916 
31,1916 


Group. 


1 
3 
3 
I 
2 
8 
1 
2 
8 


DISTRICT  NO.  6.— FEDERAL  RESERVE  BANK  OF  RICHMOND. 

[Wllliani  Ingle,  chairman  and  Federal  reserve  agent.    James  A.  Moncare,  deputy  chairman  and  dqmty 

reserve  agent.    George  J.  Seay,  governor.] 


Class. 


A. 

B. 
C. 


Name. 


Waldo  Newcomer 

J.  F.  Bruton 

Edwin  Mann 

Gea  J.  Seay 

D.  R.  Coker 

J.  F.  Oyster , 

William  Wle 

James  A.  Moncure 

M.  F.  H.  Gouvemeur. 


Residence. 


Baltimore,  Md.... 

Wilson,  N.C 

Bluefleld,W.  Va.. 

Richmond,  Va 

HartsvlUe,S.  C... 
Washington,  D.  C, 

Baltimore.  Md 

Richmona,  Va 

Wilmington,  N.  C 


Term  expires. 


Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Deo. 
Deo. 
Dec. 
Dec 


31,1916 
31,1916 
31,1917 
31,1916 
31,1917 
81,1916 
81,1917 
31,1916 
31,1916 


Group. 


1 
2 
8 
1 
2 
8 
1 
2 
8 


DISTRICT  NO.  6.— FEDERAL  RESERVE  BANK  OF  ATLANTA. 

[M.  B.  Wellborn,  chairman  and  Federal  reserve  agent.    Edward  T.  Brown,  deputy  chairman  and  deputy 

reserve  agent.    Joseph  A.  McCord,  goveraor.j 


Class. 

Name. 

Residence. 

Term  expires. 

Group. 

fL.  P.  Hillyer 

Macon,  Ga 

Dec  81,1916 
Dec.  31,1916 
Deo.  31,1917 
do 

1 

A 

F.  W.  Foote 

Hattiesburg,  Miss '.. 

2 

W.H.Toole 

Winder.  Ga 

3 

P.  H.  SftUDdflTS 

N^ur  Orleans.  I/a x 

1 

B 

J,  A.  McCrary... 

Decatur,  Ga 

Deo.  31,1915 
Dec.  31,1916 
Dec.  31,1917 
Dec  31,1916 
Deo.  31,1916 

2 

W.  H.  Hartford 

NABhiHIlA,  Tflun 

3 

M.  B.  Wellborn 

Annifrton,  Ala 

1 

C 

Edward  T.  Brown 

Atlanta,  fta 

2 

W.  H.  Kettlg 

nirmft^liAfn    Ala. .. ...  ^  ^ .  ^  ^ ..... . 

3 

" 
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Boards  of  directors  and  governors  of  the  Federal  reserve  hanks  and  Federal 

reserve  oye»<«— ContlnuecL 

DISTRICT  NO.  7.— FEDERAL  RESERVE  BANK  OF  CHICAQO. 

[Charles  H.  Bosworth,  chAirman  and  Federal  reserve  agent.    W.  L.  McLaHen,  deputy  chairman  and 

deputy  reserve  agent.    James  B.  McDoogali  govemor.) 


Class. 


A 
B 
C. 


Name. 


Qeo.  M.  Reynolds 

J.  B.  Forean 

B.  L.  Johnson 

Henry  B.Joy 

li.  B.Hutchison 

A.  H.Vo^el 

Charles  u.  Bosworth. 

W.  L.  McLallen 

IE.  T.  Meredith 


Residence. 


Chicago.  Ill 

....do... 

Waterloo.  Iowa 

Detroit,  Mich 

Ottumwa,  Iowa. ... 
MUwaukee.Wls.... 

Chicago,  ni. 

Columbia  City,  Ind. 
Des  Moines,  Iowa. . 


Term  expires. 


Deo. 
Deo. 
Deo. 
Deo. 
Dec. 
Dec. 
Dec 
Dec. 
Dec. 


81,1016 
81,1916 
81,1917 
31,1916 
31,1917 
31,1915 
31,1916 
31,1917- 
31,1915 


Oipap. 


1 

2 
3 
1 
2 
3 
1 
2 
3 


DISTRICT  NO.  8.— FEDERAL  RESERVE  BANK  OF  ST.  LOUIS. 

rman  and  Federal  reserve  agent.   Walter  W.  8 
deputy  reserve  agent.    Rolla  Wells,  governor.] 


fWUliam  McC.  Martin,  chairman  and  Federal  reserve  agent.  ^  Walter^.  Smith,  deputy  chairman  and 


Clan. 


A 
B 
C, 


Name. 


fWalkerHill 

F.O.  Watts 

Oscar  Fenlev 

Murray  Carlton.., 
W.  B.  Plunkett... 
LeRoy  Percy...., 
W.  McC.  Martin.. 
Walter  W.  Smith. 
JohnW.  Boehne.. 


Residence. 


St.  Louis,  Mo. 
do. 


Louisville,  Ky 

St.  Louis,  Mo 

Little  Rock.  Ark.. 
OreenviUe.Miss... 

St.  Louis,  Mo 

do 

Evansville,  Ind.., 


Term  expires. 


Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dee. 
Dec. 


81,1917 
31,1915 
81,1916 
31,1915 
31,1916 
31,1917 
31,1915 
31,1916 
81,1917 


Oroop. 


1 

2 
S 
1 
2 
3 
1 
2 
3 


DISTRICT  NO.  9.— FEDERAL  RESERVE  BANK  OF  MINNEAPOLIS. 


[John  H.  Rich,  chairman  and  Federal  reserve  agent.    P.  M.  Kerst,  deputy  chafaman  and  deputy 

agent.   Theodore  Wold,  governor.] 


Class. 


A 

B 
C. 


Name. 


E.  W.  Decker. 
L.  B.  Hanna. . 
J.  C.  Baasett. . 

F.  R.  Bigelow. 
F.  P.Hixon... 
N.  B.  Holter.. 
John  H.  Rich. 
P.  M.  Kerst. 


Residence. 


Minneapolis,  Minn. 

Fargo.  N.  Dak 

Aberdeen.  8.  Dak. . 

St.  Paul,Mlnn 

La  Crosse.  Wis 

Helena.  Mont. 
Red  Wing.  Minn. 
St.  Paul. 


winc.Mhi 
"aulfMinn. 


JohnW.  Black i  Houghton,  Mich 


Term  expires. 


Dee.  31,1916 

Dec.  31,1917 

Dec.  31,1915 

Deo.  31,1916 

Dec.  31.1915 

Dec.  31,1917 

do 

Dec  31,1915 

Deo.  31,1916 


Group. 


1 
2 
8 
1 
2 
8 
1 
2 
8 


DISTRICT  NO.  10.-FEDERAL  RESERVE  BANK  OF  KANSAS  CITY. 

[J.  Z.  Miller,  chairman  and  Federal  reserve  agent.    A.  E.  Ramsey,  deputy  chairman  and  deputy  Aeeeiy 

agent    Charles  M.  Sawyer,  governor.] 


Class. 


A 

B 
C. 


Name. 


Gordon  Jones.. 
W.  J.  Ballev... 
C.  E.  Bumnam 
M.  L.  MoClure. 

T.  C.  Byrne 

L.  A.  Wilson... 
J.Z.MlUer.Jr.. 
A.  E.  Ramsey.. 
R.  H.  Malone.. 


Residence. 


Denver,  Colo 

Atchison.  Kans.. 
Noriblk,Nebr.... 
Kansas  City,  Mo. 
Omaha,  Nebr..., 
ElReno.Okla... 
Kansas  City,  Mo. 
Muskogee,  Okla.. 
Denver,  Cbk) 


Term  expires. 


Dec.  31,1915 
Deo.  81,1916 
Dec  31.1917 
Dec  81,1916 
Dec  31,1916 
Dec.  31,1817 

.....do 

Dec  81,1916 
Dec  81,1915 


Group. 


1 
3 
8 
1 
2 
8 
1 
2 
8 
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Boairds  of  direciora  and  governors  of  the  Federal  reserve  hanks  and  Federal 

reserve  agents— Oontisvie^ 

DISTRICT  NO.  11.— FEDERAL  RESERVE  BANK  OF  DALLAS. 

[B.  O.  Tennisoii,  chaliman  and  Federal  reserve  agent.    W.  F.  McGaleb,  deputy  chairman  and  depaty 

reserve  agent.    Oscar  Wells,  governor.] 


A 

B. 

a 


Name. 


Oscar  WeDs 

B.  K.  Smith 

B.  A.  ICcEIlmiey. 
Marion  Sansom. . 

Frank  KelL 

J.J.  Colhertson.. 
£.  O.  TennJson.. 
W.  F.  McCaleb... 
Felix  Martlnes... 


Realdenoe. 


Houston,  Tex 

Shreveport,  La...... 

DurantfOkla 

Fort  Worth.  Tex.... 
Wichita  Fafls,  Tex.. 

Paris,  Tex 

Dallas,  Tex 

San  Antonio,  Tex... 
El  Paso,  Tex. 


Term  expires. 


Dec.  31,1915 
Dec.  31,1017 
Dec  31,1916 

do....:... 

Deo.  31,1915 
Deo.  31,1917 

do 

Dec.  31,1915 
Dec.  31,1910 


Group. 


1 
2 
8 
1 

a 

8 

1 

2 
8 


DISTRICT  NO.  ll~FEDERAL  RESERVE  BANK  OF  SAN  FRANCISCO. 

John  Perrin,  chairman  and  Federal  reserve  agent:  Claude  Oatch,  deputy  chairman  and  deputy  reserve 

agent;  Anmibaid  Kains,  governor.) 


B. 


Name. 


C.  K.  Mclntodi... 

J.  K.  Lvnch 

Alden  Andenon. . . 

A.  B.  C.  Dohrman. 

J.  A.  McOreger 

IB.  H.COX 

iJohnPerrin 

{Claude  Gatch 

ictus.  £.  Peahody. 


Residence. 


San  Franchoo,  Cal. 

.....do 

Sacramento,  Cal... 
San  Francisco,  Cal. 

do 

liadera,Cal 

Pasadena,  Cal 

San  Franolsoo,Ca1. 
SeatUe,Wash 


Term  expires. 


Dec. 
Dea 
Deo. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 


81, 1016 
31,1917 
31.1915 
31, 1917 
31. 1915 
31,1916 
31 j 1917 
Si, 1916 
31, 1915 


Group. 


1 

a 

8 
1 
2 
3 
1 
2 
8 


SALARIES  OF  OFFICERS  AND  DIRECTORS  OF  FEDERAL  RESERVE  BANKS. 

In  considering  the  salaries  paid  to  officers  and  directors  of  Federal  Reserve 
Banks,  It  is  important  that  note  should  be  taken  of  various  considerations 
which  have  an  important  bearing  upon  the  salaries  established,  and  which 
account  for  variations  in  the  amount  paid  different  officials  of  like  position. 
Under  the  provisions  of  section  4  the  Federal  reserve  agents  are  to  receive  a 
compensation  to  be  fixed  by  the  Federal  Reserve  Board,  and  their  salaries  were 
therefore  established  by  the  Federal  Reserve  Board  in  first  instance,  the  aim 
being  to  avoid  payment  of  salaries  which  could  be  considered  excessive,  but  at 
the  same  time  to  pay  such  salaries  as  would  be  sufficiently  similar  to  salaries 
paid  to  bank  officers  in  the  various  districts,  to  enable  the  board  to  secure  for 
this  Important  position  men  of  the  very  highest  type  as  to  ability,  experience, 
and  character.    The  following  salaries  were  accordingly  fixed : 

District  No.  1.  Boston,  Frederic  H.  Curtiss |10. 000 

District  No.  2.  New  York,  Pierre  Jay 16. 000 

District  No.  3.  Philadelphia,  Richard  L.  Austin 10, 000 

District  No.  4.  Cleveland,  D.  C.  Wills 10.000 

District  No.  5.  Richmond,  William  Ingle 10,000 

District  No.  6.  Atlanta,  M.  B.  Wellborn 6,000 

District  No.  7.  Chicago,  C.  H.  Bosworth 10,000 

District  No.  8.  St  Louis,  William  McC.  Martin 10,000 

District  No.  9.  Minneapolis,  John  H.  Rich 7, 500 

District  No.  10.  Kansas  City.  J.  Z.  Miller,  Jr 7, 500 

District  No.  11.  Dallas,  E.  O.  Tenison 6, 000 

District  No.  12,  San  Francisco,  John  Perrin 12, 000 

The  salaries  and  fees  to  be  paid  to  deputy  Federal  reserve  agents,  directors, 
and  to  other  officers  of  the  Federal  reserve  banks,  including  governors,  etc., 
were,  unlike  those  of  the  Federal  reserve  agents,  to  be  fixed  by  the  boards  of 
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directors  of  the  several  Federal  reserve  banks,  subject  to  the  approval  of  the 
Federal  Reserve  Board,  as  provided  in  the  following  paragraph  of  section  4 : 

"Directors  of  Federal  reserve  banks  shall  receive,  in  addition  to  any  com- 
pensation otherwise  provided,  a  reasonable  allowance  for  necessary  expenses 
in  attending  meetings  of  their  resx)ective  boards,  wliich  amount  shall  be  paid 
by  the  respective  Federal  reserve  banks.  Any  compensation  that  may  be  pro- 
vided by  boards  of  directors  of  Federal  reserve  banks  for  directors,  officers, 
or  employees  shall  be  subject  to  the  approval  of  the  Federal  Reserve  Board." 

In  accordance  with  this  provision,  the  several  banks  haVe  established  salaries 
for  the  chief  executive  officer,  or  governor ;  and  the  salaries  thus  fixed,  which 
have  been  approved  by  the  Federal  Reserve  Board,  are  given  below.  In  addi- 
tion to  this,  the  board  has  in  a  few  cases  approved  the  salaries  fixed  by  the 
banks  foe  officers  other  than  the  governor,  but  as  the  banks  In  several  districts 
have  not  yet  completed  their  organization,  it  is  not  deemed  advisable  to  give 
at  this  time  a  list,  which  would  necessarily  be  incomplete,  of  the  salaries  paid 
to  the  subordinate  officials  of  all  the  banks. 

District  No.  1.  Federal  Reserve  Bank  of  Boston ;  Alfred  L.  Aiken,  gov- 
ernor   $16, 000 

District  No.  2.  Federal  Reserve  Bank  of  New  York;  Benjamin  Strong, 
Jr.,  governor l    30, 000 

District  No.  3.  Federal  Reserve  Bank  of  Philadelphia;  Charles  J. 
Rhoads,  governor 20,000 

District  No.  4.    Federal  Reserve  Bank  of  Cleveland;  E.  R  Fancher, 

governor 16, 000 

District  No.  5.  Federal  Reserve  Bank  of  Richmond;  George  J.  Seay, 
governor 10, 000 

District  No.  6.  Federal  Reserve  Bank  of  Atlanta ;  Joseph  A.  McCord, 
governor 9, 000 

District  No.  7.  Federal  Reserve  Bank  of  Chicago,  James  B.  McDougal, 
governor . 20, 000 

District  No.  8.  Federal  Reserve  Bank  of  St.  Louis;  RoUa  Wells,  gov- 
ernor     20,000 

District  No,  9.  Federal  Reserve  Bank  of  Minneapolis ;  Theodore  Wold, 

governor 15, 000 

District  No.  10.  Federal  Reserve  Bank  of  Kansas  City ;  Charles  M.  Saw- 
yer, governor 7, 600 

District  No.  11.  Federal  Reserve  Bank  of  Dallas;  Oscar  Wells,  gov- 
ernor      12.000 

District  No.  12.  Federal  Reserve  Bank  of  San  Francisco;  Archibald 
Kains,  governor 15, 000 

The  board  has  decided  to  approve  for  the  directors  of  the  Federal  reserve 
banks  a  fee  of  $20  for  attending  a  directors*  meeting  and  of  $10  for  attending 
meetings  of  the  executive  committee.  In  addition  to  this,  directors  living  more 
than  50  miles  from  the  reserve  banks  will  be  allowed  a  per  diem  fee  of  $10 
for  every  day's  absence  from  home  necessarily  involved  in  such  attendance,  plus 
actual  necessary  traveling  expenses. 


EXHIBIT  H. 


CONVENTION    OF   DIBECTOBS. 


The  Federal  Reserve  Board  from  the  outset  recognized  the  desirability  of 
obtaining  the  hearty  cooperation  of  the  board  of  directors  of  the  Federal  re- 
serve banks,  as  well  as  the  advantage  which  would  be  obtained  from  a  general 
unity  and  similarity  ot  action  on  their  part.  It  was,  therefore,  determined  to 
invite  the  several  banks  to  send  a  delegation  representing  ihem  to  a  convention 
to  be  held  in  Washington  on  October  20,  21,  and  22,  and  the  following  letter  was 
sent  to  each  bank : 

Federal  Resebvb  Boabd,  V^Mhington, 

S^:  The  Federal  Reserve  Board  has  determined  to  hold  a  general  meeting 
on  Tuesday,  October  20,  to  which  shall  be  invited  the  governor  and  a  comiulttee 
of  three  or  more  representing  the  directors  of  each  Federal  reserve  bank.  The 
invitation  is  extended  to  all  directors  of  Federal  reserve  banks  if  they  choose  to 
nttend,  but  it  is  desired  that  the  committee  of  three  already  referred  to  shall 
in  any  event  be  present 
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I  hare  the  honor  to  inform  yon  of  this  invitation  and  ask  that  your  board 
of  directors  shall  shortly  designate  the  directors  who  are  to  serve  upon  this 
committee,  informing  them  of  the  date  of  the  meeting  and  requesting  them  to 
attend. 

The  meeting  will  be  devoted  to  a  discussion  of  the  general  features  and  more 
important  details  regarding  the  organization  of  Federal  reserve  banks.  The 
attached  series  of  questions  will  give  you  an  outline  of  some  of  the  pertinent 
subjects  to  be  taken  up ;  others  will  doubtless  be  raised.  It  is  desired  that  the 
representatives  of  each  bank  shall  come  prepared  to  present  fully  and  com- 
pletely the  views  of  their  institution  in  order  that  there  may  be  a  general  inter- 
change and  comparison  of  ideas.  To  this  end  you  are  requested  to  ascertain 
the  views  of  your  directors  with  respect  to  the  by-laws  and  organization  chart 
already  presented  to  you  and  to  designate  as  a  member  of  the  committee  at 
least  one  member  who  will  be  prepared  to  examine  the  proposed  plans  of  ac- 
counting. It  is  desirable  also  that  the  class  "  O  "  directors  shall  consider  and 
present  definite  views  of  the  functions  of  the  Federal  reserve  agent  and  of  his 
deputy  in  order  that  these  views  may  be  standardized  as  a  basis  for  a  general 
ruling  on  the  subject. 

I  have  the  honor  to  be,  respectfully,  yours, 


QXTxanoNs  fob  discussion  at  meeting  of  federal  besebve  bank  delegates. 

[Inclosed  with  letter  of  Invitation.] 

Question  No.  1. 

What  Is  the  earliest  date  when  you  think  you  can  be  ready  to  open  the 

Federal  Beserve  Bank  of ? 

Question  No.  2. 

Have  you  any  suggestions  or  criticisms  to  offer  in  regard  to  the  tentative 
by-laws  sent  you? 
Question  No.  8. 

Have  you  any  suggestions,  criticisms,  etc.,  in  regard  to  tentative  organization 
chart  sent  you? 
Question  No.  4. 

What  has  been  done  with  respect  to  securing  temporary  or  permanent  quar- 
ters? 
Question  No.  6. 

What  has  been  done  with  respect  to  staff  and  how  large  a  staff  do  you  expect 
to  open  with? 
Question  No.  6. 

What  functions  laid  down  in  the  law  do  you  expect  to  undertake  at  the 
beginning?    When  do  you  believe  that  the  general  clearing  of  checks  can  be 
begun? 
Question  No.  7. 

Can  the  Federal  Reserve  Bank  of  successfully  arrange  to  convert 

emergency  currency  in  its  district  into  Federal  reserve  notes?    What  can  yon 
suggest  as  suitable  steps  toward  this  end? 
Question  No.  8. 

What  suggestions  have  you  to  make  in  regard  to  the  uniformity  of  blanks  for 
reports,  etc.,  to  the  Federal  Reserve  Board,  uniformity  of  statistics,  and  account- 
ing methods? 

The  response  to  this  invitation  was  unexpectedly  hearty,  many  directors 
volunteering  to  attend  the  convention.  The  board  also  voted  to  extend  the 
invitation  to  members  of  the  preliminary  committee  on  organization,  which 
had  Included :  Messrs.  Kdmund  D.  Fisher,  Andrew  A.  Benton,  O.  Howard  Wolfe, 
Joseph  A.  Broderick,  Ralph  Dawson,  Stephen  H.  Famham,  Harry  E.  Ward, 
and  O.  G.  Robinson,  of  New  York  City. 

On  October  20  there  assembled  in  the  office  of  the  board  about  100  persons, 
including  directors,  governors,  members  of  the  preliminary  committee  on 
organization,  and  others.  The  first  step  was  to  subdivide  those  in  attendance 
into  a  number  of  committees  to  deal  with  the  various  topics  demanding  con- 
sideration. These  committees  conducted  their  inquiries  during  the  20th  and 
21st  and  ultimately  reported  to  the  board,  such  reports  being  herewith  presented 
in  EiXhibit  B  as  Circular  No.  11. 

Subsequent  to  this  convention  a  committee  of  governors  of  reserve  banks 
on  October  23  requested  the  secretary  of  the  board,  acting  unofficially,  to  place 
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tbe  contracts  for  the  manufacture  of  all  forms  intended  to  constitute  a  uniform 
system  of  accounting  for  use  by  the  Federal  reserve  banks,  and  to  investigate 
and  report  upon  the  uses  of  machines  intended  for  the  practical  application  of 
such  forms.  This  request  was  complied  with  by  the  secretary  of  the  board. 
He  ultimately  rendered  a  report  to  the  governors  covering  the  results  of  his 
efforts  in  this  connection. 

As  a  result  of  the  work  thus  done,  a  uniform  syst^n  of  accounting  has  been 
established  in  the  several  banks,  and  provisions  made  for  regular  detailed 
reports  to  the  Federal  Reserve  Board,  such  reports  constituting  the  basis  for 
the  compilation  of  statistical  data. 


EXHIBIT  I. 

APPEALS   7B0M    DECISIONS    OF   THE    SESEBVE    BANK    OBOANIZATION    OOMMITTEB. 

The  Federal  reserve  act  in  section  2  contains  the  following  provisions  govern- 
ing the  establishment  of  districts  under  the  Federal  reserve  system : 

*'As  soon  as  practicable,  the  Secretary  of  the  (treasury,  the  Secretary  of  Agri- 
culture,  and  the  Comptroller  of  the  Currency,  acting  as  '  the  reserve  bank  or- 
ganization committee,'  shall  designate  not  less  than  eight  nor  more  than  twelve 
cities  to  be  known  as  F&deral  reserve  cities,  and  shall  divide  the  continental 
United  States,  excluding  Alaska,  into  districts,  each  district  to  contain  only 
one  of  such  Federal  reserve  cities.  The  determination  of  said  organization  com- 
mittee shall  not  be  subject  to  review  except  by  the  Federal  Reserve  Board  when 
organized:  Provided,  That  the  districts  shall  be  apportioned  with  due  regard 
to  the  convenience  and  customary  course  of  business  and  shall  not  necessarily 
be  coterminous  with  any  State  or  States.  The  districts  thus  created  may  be 
readjusted  and  new  districts  may  from  time  to  time  be  created  by  the  Federal 
Reserve  Board,  not  to  exceed  twelve  in  all.  Such  districts  shall  be  known  as 
Federal  reserve  districts  and  may  be  designated  by  number.  A  majority  of  the 
organization  committee  shall  constitute  a  quorum  with  authority  to  act'* 

Under  the  provisions  of  the  act  as  given  above  the  decisions  of  the  organiza- 
tion committee  shall  be  subject  to  review  by  the  Federal  Reserve  Board,  and 
reviews  have  accordingly  been  requested  in  seven  instances.  For  the  reasons 
stated  in  the  text  of  the  report,  the  Federal  Reserve  Board  has  deferred  the 
hearing  of  these  api^eals  until  more  urgent  duties  connected  with  the  organiza- 
tion of  the  12  Federal  reserve  banks  should  have  been  disposed  ot  the  anticl- 
I>ation  being  that  action  on  the  appeals  could  be  taken  shortly  after  the  1st  of 
January,  1016.  A  summary  of  the  proceedings  on  appeals  thus  far  had  is  given 
below : 

1.  Petition  of  Pittsburgh  member  banks  praying  that  Pittsburgh  instead  of 
Cleveland  be  designated  as  the  Federal  reserve  city  in  District  No.  4. 

(A)  Petition  and  brief  filed  on  behalf  of  Pittsburgh  banks  August  12,  1914. 

(B)  Cleveland  banks  notified  S^tember  15,  1914,  that  this  petition  and  brief 
had  been  filed  and  requested  to  designate  some  repres^itative  to  appear  in  their 
behalf. 

(C)  CoL  J.  J.  Sullivan  designated  to  represent  Cleveland  banks  S^tember 
22,  1914. 

(D)  Copies  of  petition  and  brief  of  Pittsburgh  banks  sent  to  Cleveland  Clear- 
ing House  Association  September  25,  1914. 

(E)  Reply  brief  of  Cleveland  filed  October  8, 1914. 

(F)  Hearing  set  for  January  13,  1915. 

2.  Petition  of  Baltimore  banks  praying  that  Baltimore  Instead  of  Richmond 
be  designated  as  the  Federal  reserve  city  in  District  No.  5. 

(A)  September  11,  1914,  Baltimore  filed  petition  and  brief. 

(B)  September  15, 1914,  Richmond  banks  notified  that  such  petition  and  brief 
had  been  filed  and  requested  to  designate  some  r^resentative  to  appear  in  their 
behalf. 

(C)  September  21,  1914,  L.  R.  Page  and  Bppa  Hunton  designated  to  repre* 
sent  Richmond  banks. 

(D)  September  25,  1914,  petition  and  brief  of  Baltimore  banks  mailed  to 
Messrs.  Hunton  and  Paga 

(E)  October  5, 1914,  reply  brief  filed  In  behalf  of  Richmond  banks. 

(F)  Hearing  set  for  January  6,  1915. 

3.  Petition  of  member  banks  located  in  Wetzel  and  Tyler  Counties,  W.  Va., 
praying  that  said  counties  be  transferred  from  District  No.  5  to  District  No.  4. 
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(A)  September  15,  1914,  petition  dnd  brief  filed  in  behalf  of  member  banks 
of  Wetael  and  Tyler  Counties. 

(B)  October  27,  1914,  Federal  Reserve  Bank  of  Richmond  notified  thnt  sndi 
petition  and  brief  had  been  filed,  and  requested  to  designate  some  representative 
to  appear  in  its  behalf. 

(G)  October  30,  1914,  Eppa  Hunton  designated  to  represent  Federal  Reserve 
Bank  of  Richmond. 

(D)  November  27,  1914,  petition  and  brief  of  Wetzel  and  Tyler  Counties 
mailed  to  E^ppa  Hunton. 

(E)  December  19.  1914,  reply  brief  filed. 

(F)  Hearing  set  for  January  27,  1915. 

4.  Petition  of  member  banks  of  southern  Oklahoma  praying  thnt  tlie  terri- 
tory in  which  they  are  located  be  transferred  from  District  No.  11  to  District 
No.  10. 

(A)  September  15,  1914,  petition  and  brief  filed  in  behalf  of  the  banks  of 
Gouthem  Oklahoma. 

(B)  October  27,  1914,  Federal  Reserve  Bank  of  Dallas  notified  thnt  said 
petition  and  brief  had  been  filed  In  behalf  of  the  banks  of  southern  Oklahoma, 
nnd  requested  to  designate  a  representative  to  appear  in  its  behalf. 

(C)  December  16,  1914,  petition  and  brief  of  member  bnnl<s  of  southern 
Olclahoma  mailed  to  Federal  Reserve  Agent  Tenison.  Federal  Reserve  Bank  at 
Dallas,  with  request  that  they  be  referred  to  representative  when  designnted. 

(D)  December  26,  1914,  Charles  C.  Huff  designated  to  represent  Federal 
Beserve  Bank  of  Dallas. 

( E)  December  29,  1014,  permission  granted  by  Federal  Reserve  Board  to  file 
reply  brief  as  late  as  January  27.  1915. 

(F)  Hearing  set  for  February  10,  1915. 

5.  Petition  of  member  bnnks  in  northern  New  Jersey  praying  that  the  terri- 
tory in  which  they  are  located  be  transferred  from  District  No.  8  to  District 
No.  2. 

(A)  September  26,  1914,  petition  and  brief  in  behalf  of  banks  of  northern 
New  Jersey  filed. 

(B)  October  26,  1914,  Federal  Resen'e  Bank  of  Philndelphla  notified  that 
raid  petition  and  brief  had  been  filed,  and  requested  to  designate  a  repre- 
sentative to  appear  in  its  l)ehalf. 

(C)  November  1»  1914,  Chnrles  J.  Rhoads  designated  as  representative  of 
the  Federal  Reserve  Bank  of  Philndelphla. 

(D)  November  17,  1914,  petition  and  brief  of  the  banks  of  northern  New 
Jersey  mailed  to  Charles  J.  Rhoads. 

(E)  Jnnujny  4,  1015,  reply  brief  flled- 

(F)  Hearing  set  for  January  20.  1015. 

6.  Petition  of  Stewart.  Montgomery,  nnd  Robertson  Counties,  of  Tennessee,  to 
be  transferred  from  District  No.  6  to  District  No.  8. 

(A)  October  6,  1014.  petition  and  brief  filed  in  behalf  of  banks  of  Stewart; 
Montgomery,  and  Roberison  Counties. 

(B)  October  27,  1014,  Federal  Reserve  Bank  of  Atlanta  notified  of  petition 
and  requested  to  designate  a  representative  to  appear  in  its  behnlf. 

(C)  December  19,  1914,  petition  nnd  brief  of  Stewart,  Montgomery,  and  Rob- 
ertson Counties  forwarded  to  Federal  Reserve  Agent  Wellborn.  Federal  Reserve 
Bank  of  Atlanta,  to  be  referred  to  representative  when  a[ipointed. 

(D)  Counsel  of  Federal  Reserve  Bank  of  Atlanta  appointed,  December  80, 
1914,  as  representative. 

(E)  Hearing  set  for  February  17, 1915. 

7.  Petition  of  member  banks  of  Nebraska  and  Wyoming  to  be  transferred 
from  District  No.  10  to  District  No.  7. 

(A)  Petition  in  behalf  of  the  banks  of  Nebraska  and  Wyoming  filed  NoTem- 
ber  14,  and  brief  in  support  thereof  November  17. 

(B)  November  17.  1014.  Federal  Reserve  Bank  of  Kansas  City  notified  that 
said  petition  and  brief  had  been  filed,  and  requested  to  designate  representattve 
to  appear  In  its  behalf. 

(C)  November  28,  1914,  Robinson  &  Goodrich,  Commerce  Bntlding,  Kansas 
Ci^,  Mo.,  designated  to  represent  the  Federal  Reserve  Bank  of  Knnsas  City. 

(D)  November  28,  1914,  petition  and  brief  of  Nebraska  and  Wyoming  menn- 
ber  banks  mailed  to  representatives  above  named. 

(B)  December  4,  1914,  Federal  Reserve  Board  granted  SO-day  extension  for 
filing  reply  brief.      * 

(F)  Hearing  set  for  February  3,  1016. 

76913'— 15 ^13 
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EXHIBIT  J. 

Amount  of  Federal  reserve  notes,  fty  denominations  received,  issued  to  Federal 
reserve  agents,  and  on  hand  in  the  Federal  Reserve  Issue  Division,  Office 
Comptroller  of  the  Currency,  Dec.  31,  19H, 


Bank. 

5's. 

Ws. 

20^8. 

Total. 

Boston: 

Rdoslved.- • 

$4,880,000 
1,360,000 

S10,000,000 
640,000 

$6,000,000 

$20,880,000 

Tastied 

2, 000,000 

On  hand r, 

3,520,000 

9,360,000 

6,000,000 

18.880,000 

New  York: 

Received 

15,280,000 
3,600,000 

36,160,000 
3,520,000 

12,880,000 
2,880,000 

64,320,000 

Issued.... 

10,000,000 

On  hand r 

11,680,000 

32,640,000 

10,000,000 

54.320,000 

Philadelphia: 

Received 

3,780,000 
2,000,000 

6,000,000 
1,000,000 

3,600,000 

13,380,000 

Issued 

3,000,000 

On  hand , . , ,  ^ .  - . 

1,780,000 

5,000,000 

3,600,000 

10.380,000 

Cleveland: 

Received.. 

1440,000 
640,000 

4,000,000 
1,360,000 

2,400,000 
400,000 

7,840,000 

Tsfflied -T 

2,400,000 

On  hand -,...,., 

800,000 

2,640,000 

2,000,000 

5,440,000 

Richmond: 

2,600,000 
1,400,000 

4,000,000 
600,000 

2,400,000 
960,000 

9,000,000 

Issued 

2,960,000 

On  hand - . r 

1,200,000 

3,400,000 

1,440,000 

6,040,000 

Atlanta: 

2,600,000 
1,240,000 

4,000,000 
760,000 

2^400,000 

9,000,000 

Issued 

2,000,000 

On  hand 

1,360,000 

3,240,000 

2,400,000 

7,000,000 

Chicago: 

6,340,000 
2,780,000 

10,000,000 
200,000 

6,000,000 
800,000 

22.340.000 

Issued... 

3,780,000 

On  hand 

3,560,000 

9,800,000 

5,200,000 

18,560,000 

St.  Louis: 

3,900,000 
2,160,000 

6,000,000 
840,000 

3,600.000 
400,000 

13.500.000 

Issued.... 

3,400,000 

On  hand ..  --- 

1,740,000 

5,160,000 

3,200,000 

10,100,000 

IChmeapolis: 

1,380,000 
880,000 

4,000,000 
1,120,000 

2,400,000 

7,780,000 
2,000,000 

Issued.... 

On  hand ,.^,^--- 

500,000 

2.880,000 

2,400,000 

5,780,000 

Kansas  City: 

1,740,000 
880,000 

4,000,000 
1,120,000 

2,400,000 

8,140,000 
2,000,000 

Issued 

On  hand .  .... 

860,000 

2,880,000 

2,400,000 

6,140,000 

Dallas: 

2,600,000 
1,240,000 

4,000,000 
760,000 

2,400,000 

9,000.000 
2,000,000 

Issued 

On  hand 

1,360,000 

3,240,000 

2,400,000 

7.000,000 

Ban  Francisco: 

1,680,000 
840,000 

4,000,000 
1,160,000 

2,400,000 

8,080,000 
2,000.000 

Issued 

On  hand . ,  -  ^ 

840,000 

2,840,000 

2,400,000 

6,080,000 
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Amount  of  Federal  reserve  notes ,  lyy  denominations  received,  etc, — Continued. 

RECAPITULATION. 


Bank. 


Total  received: 

Notes 

Amounts.. 
Tota>  issued: 

Notes 

Amounts.. 

Total  on  band: 

Notes 

Amounts.. 


5's. 


9,644,000 
148,220,000 

3,804,000 
S19,020,000 


5,840,000 
129,200,000 


lO's. 


9,616,000 
$96,160,000 

1,308,000 
$13,080,000 


20*3. 


8,308,000 
$83,080,000 


2,444,000 
$48,880,000 

272,000 
$3,440,000 


Total. 


2,172,000 
$43,440,000 


21,704,000 
$193,260,000 

c 

5,384,000 
$37,540,000 


16,320,000 
$155,720,000 


EXHIBIT  K;. 

CONDITION  OF  THE  FEDERAL  BESEBVE  BANKS. 

The  first  and  second  weekly  bank  statements  made  public  by  the  Federal 
Beserve  Board  on  Saturday,  November  21  and  28,  respectively,  gave  only  the 
figures  for  the  system  as  a  whole  without  showing  the  condition  of  the  Indi- 
vidual banks  as  at  close  of  business  on  the  preceding  days. 

In  the  following  statement  figures  showing  condition  of  each  of  the  Federal 
reserve  banks  as  at  close  of  business  on  November  20  and  27  are  given  in  addi- 
tion to  the  totals  for  the  reserve  system  as  a  whole.  Inasmuch  as  the  returns 
for  November  20  were  somewhat  incomplete,  the  weekly  statement  as  originally 
issued  contained  some  estimated  totals.  These  latter  have  been  corrected  since, 
with  the  result  that  the  totals  for  November  20  In  the  statement  below  difl!er 
somewhat  from  those  in  the  original  statement  issued  by  the  board  on  Novem- 
ber 21. 

Resources  and  liahilities  of  each  of  the  12  Federal  reserve  hanks  and  combined 
resources  and  liabilities  of  the  Federal  reserve  system  at  the  end  of  each  week 
beginning  Nov.  20  and  ending  Dec.  31,  19H. 

KESOURCES. 
[In  thousands  of  dollars.] 


Gold  coin  and  certificates: 

Nov.20» 

Nov.  27 

Dec.  4 

Dec.  II 

Dec.  18 

Dec.  24 

Dec,  31 

Legal-tender  notes,  silver  certificates,  and 
suteidiary  coin: 

Nov.  201 

Nov.  27 

Dec.  11 

Dec.  18 

Dec.  24 

Der.31 

Total  cash: 

Nov.  20« 

Nov.  27 

Dec.  4 

Dec.  11 

Dec.  18. 

Dec.  24 

Dec.  31 

Bills  discounted  and  loans: 

Nov.aO» 

Nov.  27 

Dec.  4. 

Dec.  11 

Dec.  18 

Dec.  24. 

Dec.  31 


Boston. 


10.620 
13.840 
13.150 
12,700 
12,150 
12,395 
12,919 


5.962 

1,977 

1.731 

559 

86 

673 

935 

16.582 
15.817 
14,881 
13.259 
12.236 
13.068 
13.854 

10 
217 

93 
145 
170 

07 
164  1 


New 
York. 


86,161 
86.600 
85,961 
86,858 
85,960 
85,401 
82,235 


22,150 
21,015 
20.259 
18,374 
16.344 
16.885 
16,864 

108.311 
107. 615 
106,220 
105.232 
102,304 
102,286 
99,099 

3,023 
2,715 
3,059 
2,035 

988 
620 
279 


Philadel- 
phia. 


Cleve- 
land. 


Rich- 
mond. 


17,533 
16,824 
17,488 
17,840 
19,394 
17,588 
16,642 


1,935 
3,012 
2.053 
2.313 
2,123 
2.139 
2.626 

19.468 
19.836 
19.541 
20,153 
21.517 
19.727 
19,268 


880 
899 
537 
289 
140 
786 


15,317 
16,604 
17, 131 
17,033 
17.589 
17,568 
17,674 


1,147 
1,249 
1,443 
1,309 
698 
1.089 
1,017 

16.464 
17,853 
18.574 
18,342 
18,287 
18,657 
18,691 


98 
363 
679 
537 
506 


7,423 
7,997 
8.121 
8,407 
8,432 
8,432 
8,688 


430 

276 

220 

82 

48 

56 

112 

7,853 
8,273 
8,341 
8.489 
8,480 
8.488 
8,800 


Atlanta. 


213 
405 
748 
963 
1.184 
2,022 


2.550 
3,045 
3,060 
3,080 
3,109 
3,129 
3,133 


1.303 
1,752 
1.928 
2,008 
2,040 
2.077 
2,193 

3,853 
4.797 
4,986 
5,088 
6.149 
5.206 
5.328 


25 
297 
367 
846 
731 
1.07« 


>  Corrected  figures.    Figures  given  in  the  original  weekly  report  were  partly  estimated. 
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Be^ources  and  liaWitiea  of  each  of  the  12  Federal  reserve  iHinks,  etc, — Gontlnaed. 

RESOURCES— Contloaod. 
[In  thousands  of  dollars.] 


Investments,  Dec.  31. 
AU  other  resources: 

Nov.20» 

Nov.27 

Dec.  4. 

Dec.  11 

Dec.  18 k 

Dec.  24. 

Dec.  31 

Total  resources: 

Nov.20» 

Nov.27 

Dec.  4 

Dec.  11 

Dec.  18 

Dec.  24 

Dec.  31 


Boston. 


15 
22 
26 
40 
40 
52 
68 

16.607 
16,036 
15.000 
13,444 
12.446 
13,217 
14.076 


New 
York. 


50 

18 
20 
87 
44 

516 

2,477 
5,457 

111.352 

110.  aso 

109.316 
107.211 
103.808 
ia5.383 
104,885 


Philadel- 
phia. 


18 

21 

43 

757 

476 

402 

1,447 

19,486 
20,737 
20.483 
21.447 
22.282 
20,269 
21,501 


Cleve- 
land. 


19 

21 

41 

47 

116 

150 

318 

16,483 
17,874 
18,713 
18,752 
18,982 
19.344 
19,515 


Rich- 
niond. 


12 
12 
12 
11 
19 
60 
213 

7,865 
8.4E8 
8,758 
9,248 
9,462 
9,732 
11.085 


Atlanta. 


7 
10 
11 
312 
257 
324 
970 

3,800 
4,832 

5,294 
6,787 
6,051 
6,261 
7.375 


Gold  coin  and  certificates: 

Nov.20» 

Nov.27 

Dec.4 

Dec.  11 

Dec  18 

Dec.  24 

Dec.  31 

L.e^l-tender  notes,  silver  certificates,  and 
subsidiary  coin: 

Nov.20» 

Nov.27 

Dec.4 

Dec.  11 

Dec.  18 

Dec.  24 

Dec.  31 

Total  cash: 

Nov.20> 

Nov.27 

Dec.  4 

Dec.  11 

Dec.  18 

Dec  24 

Dec  31 

Bills  discounted  and  loans: 

Nov.  201 

Nov.27 

Dec.4 

Dec.  11 

Dec.  18 

Dec.  21 

Dec.  31 

Investments.  Dec.  31 

AM  other  resources: 

Nov.20» 

Nov.27 

Dec.4 

Dec.  11 

Dec.  18 

Dec.  21 

Dec.  31 

Ty>tal  resources: 

Nov.  201 

Nov.27 

Dec.4 

Dec  11 

Dec  18 

Dec  24 

Dec  31 


Chicago. 

St. 
LouLs. 

36,G88 

5,002 

37,731 

9,194 

30,538 

10,177 

36,688 

10,189 

37,417 

9,875 

38,669 

9,179 

37,776 

9,23P 

3,304 

1 

2,257 

2,298 

2,232 

1,391 

1,340 

1,333 

1,931 

781 

1,248 

792 

931 

8G0 

39,992 

6.003 

39,988 

11,492 

38,770 

11,508 

38,028 

11,522 

39,348 

10,656 

39.017 

9,971 

38,707 

10,095 

1.131 

1,000 

1.509 

1,073 

2,405 

1,605 

3,395 

1,100 

3,092 

873 

8.034 

314 

2,017 

288 

205 

16 

SO 

4 

45 

14 

145 

S23 

775 

60 

9G5 

128 

880 

•951 

41,139 

6,003 

41,527 

12.509 

41,280 

13.187 

41,608 

18.005 

43,215 

11,589 

43,916 

10,413 

42,409 

11,834 

Minne- 
apolis. 


Kansas 
City. 


I 


4,627 
8,467 
9,305 
9,497 
9,560 
9,667 
9,904 


65 

72 

66 

1 

1 

1 

21 

4,692 
8,539 
9,371 
9,498 
9,501 
9,dCo 
9,925 

175 

175 

152 

94 

84 

402 

1,104 


7 
8 
20 
26 
37 
88 
271 

4,874 
8,722 
9,643 
9,618 
9,682 
10,008 
11,300 


4,918 
8,544 
10,309 
10,475 
10,226 
10,179 
10,284 


156 
402 
474 
500 
496 
526 
534 

6,074 
8,946 
10,783 
10,975 
10,722 
10,705 
10,818 

268 
392 
434 
388 
208 
108 
79 


18 
26 
29 
36 
44 

6,342 
9,338 
11.235 
11,389 
10,959 
10,849 
10,941 


Dallas. 


5,575 
5,950 
6,110 
6,161 
6,263 
6,438 
6,292 


269 
165 
283 
391 
191 
404 

5,575 
6,218 
6,275 
6,444 
6.654 
6,629 
6,696 

19 
173 
308 
420 
467 
698 
927 


San  Fran- 
cisco. 


8,531 
13,036 
13,562 
13,145 
13,304 
14,023 
14,296 


10 
61 
60 
68 
69 
71 
72 

8,541 
13,096 
13,622 
13,213 
13,373 
14,094 
14,308 


11 
29 
606 
685 
787 
752 


9 

34 

213 

229 

53 

653 

6,594 
6,400 
6,607 
7,077 
7,350 
7,280 
8,275 


12 
8 

17 

83 
106 
130 

78 

8,563 
13.115 
13,668 
13,850 
14,164 
15,011 
15,198 


System 
total. 


204,045 
227,840 
230,013 
232.073 
233,270 
232,568 
229,060 


36,468 
34,630 
32,020 
28,170 
25.006 
25.748 
26,578 

241,408 
262.470 
362.932 
360,243 
358.287 
258,810 
255,647 

6,626 
7,383 

10,257 
0,043 
8.6S3 

10,893 
356 

134 

165 
30B 

1.076 

3.660 

4,816 

11,3« 

247.168 
270.018 
273.064 
273,478 
280.090 
271.688 
277,644 


1  Cocrected  figures.    Figures  as  given  in  the  original  weekly  report  were  partly  estimated. 
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Resources  and  liabiHUes  of  each  of  the  12  Federal  reserve  hanks,  etc. — Continued. 

LIABILITIES. 
[In  thonaands  of  dollars.] 


dflDodl 


Its— net  axnonnts:  > 
Nov. 

Not.  27 

Dec  4 

Dec  11 

Dec.  IR. 

Dec.  24 

j)f(*,  31^^ 

Federalrceerve  noles  in cimiiatJon— net 
amounts:* 

Not.  20> 

Nov.  27 

Dec.  4 

Dec.  11 

Dec.  18. 

Dec.  21 

D«J.8I 

CiDltal  paid  In: 

Nov.  20*. 

Nov.  27 

Dec.  4 

Dec.  11 

DeclJ^ 

Dec.  24 

Dec.  81 

Total  liabi:itlfls: 

Nov.  20' 

Nov.  27 

Dec  4. 

Dec.  11 

DecW 

Dec.  24 

Dec  31 


DoBton. 


14,982 
14,383 
13,381 
11,825 
10,827 
11,508 
12,457 


6 
&5 


1,620 
1,013 
1,619 
1,619 
1,619 
1,619 
1,619 

16,607 
16,066 
16,000 
13.444 
12,446 
13,217 
14,076 


New 
York. 


107,806 
106,860 
106,593 
103,837 
100,486 
102,061 
101,563 


226 
673 
401 
153 


Phfladd- 
phJa. 


17,398 
18,265 
17,658 
19.359 
20,196 
18,183 
19,416 


384 
737 


3,322 

2,0R8 

3.322 

2.0W 

3,322 

2.08S 

3,322 

2.088 

3,322 

2,086 

3,322 

2,086 

3,322 

2,060 

111,362 

19,486 

110,350 

20,737 

109,316 

20,483 

107,311 

21,447 

103,808 

22,282 

106,383 

20,269 

104,885 

21,501 

Cleve- 
land. 


14,457 
15,845 
16,667 
16,660 
16,830 
17,171 
17,344 


16 

62 

121 

142 

140 

2,026 
2.029 
2,090 
2,031 
2,031 
2,031 
2,081 

16,483 
17,874 
18,713 
18,752 
18,982 
19,344 
19,515 


Rich- 
mond. 


6,776 
7,361 
7,844 
7,643 
7,600 
7,851 
9,161 


46 
321 
512 
700 
787 
780 

1,069 
1,092 
1,093 
1.0!j3 
1,093 
1,0M 
1,094 

7,866 
8,498 
8,758 
9,248 
0,462 
9,732 
11,035 


Atlanta. 


8,073 
4,026 
4,390 
4,856 

^,006 
5,146 
6,166 


30 

117 
126 


481 

Tta 

781 
781 
78? 
78? 

786 
786 

8,866 

4,831 

6,3»« 
6.76? 
6,061 
6,261 
7,376 


\  depo8lts~Det  amounts:  > 

Nov.  20* 

Nov.  27 

Dec.  4 

Dec.  11 

Dec.  18 

Dec.  24. 

Dec.  31 

Federal  reserve  notes  in  circulation— net 
amounts:* 

Nov.  20* 

Nov.  27 

Dec.  4 

Dec.  11 

Dec.  18 

Dec.  24 

Dec.  31 

Gtoital  paid  in: 

Nov.  20*. 

Nov.  27 

Doc  4 

Dec.  11 

Dec.  18 

Dec.  24 

Dec  31 

Total  Uabmties: 

Nov.  20* 

Nov.  27 

Dec.  4 

Dec.  11 

Dec.  18 

Dec.  24 

Dec.  81 


Chicoco. 

St. 
Louis. 

Minne- 
apolis. 

Kansas 
City. 

Dallas. 

San  Fran- 
ciaca 

88,124 

6,068 

3,896 

4.407 

4,637 

7,267 

88,275 

11.645 

7,743 

8,115 

5,442 

11,830 

37,709 

11,851 

8.620 

9,983 

6,498 

12,373 

37,838 

11.588 

8.790 

10,130 

5,gc3 

12,440 

89,354 

10,063 

8,868 

9,907 

6,085 

12,793 

39,779 

9,446 

9,194 

O.SiU 

5,939 

13,565 

38,495 

10,372 

10,486 

9,943 

6,909 

13,719 

820 

170 

1.057 

172 

289 

1,374 

413 

120 

820 

151 

1,472 

494 

25 

829 

216 

116 

1,663 

603 

126 

309 

76 

1,941 

44 

69 

iS6 

150 

1,717 

39 

72 

410 

183 

2,196 

035 

806 

935 

967 

1.296 

2,196 

924 

808 

934 

958 

1,296 

2,197 

923 

803 

032 

968 

1,296 

2,198 

923 

803 

980 

058 

1,295 

2,198 

923 

814 

926 

956 

1,296 

2,196 

923 

814 

927 

956 

1,296 

2,197 

923 

814 

927 

956 

1,296 

41,139 

6,003 

4.874 

5,342 

6,594 

8,553 

41,527 

12,569 

8,722 

9,338 

6.400 

13,115 

41,280 

13,187 

9.543 

11,235 

6,607 

13,668 

41.568 

13,005 

9,618 

11.389 

7,077 

13,850 

43,215 

11.589 

9.682 

10,059 

7,350 

14,164 

43.916 

10.413 

10.008 

10,849 

7.280 

15.011 

42,409 

11,334 

11,300 

10,941 

8,275 

15,198 

System 
total. 


227,886 
249,268 
261.067 
250,937 
248.066 
249,786 
266,018 


1.226 
2,700 
8,970 
8,498 
8.866 
3.847 
3,776 

18.068 
18,060 
18,047 
18.047 
18.060 
18.060 
18,061 

247,158 
370.016 
273,064 
272.476 


271.( 
2n.84« 


>  Comoted  figures.   Figures  as  given  in  the  original  weekly  report  were  partly  estimated. 

*  After  dednctioD  of  items  in  transit  between  Federal  reserve  banks. 

•  Less  amounts  in  bands  of  the  banks  theukselves  and  of  gold  and  lawful  money  deposited  with  Fed«^ 
iiMrve  agents  tor  retirement  of  outstanding  notes. 
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EXHIBIT  L. 
Statement  A. 

NET  BALANCES-  OF  FEDERAL  BESEBVE  BANKS. 

The  following  table  shows  the  net  balances  reported  by  each  Federal  reserve 
bank  as  due  from  and  to  each  other  Federal  reserve  bank  at  close  of  business 
on  December  31,  1914.  Figures  under  asterisks  give  the  balances  due  from  the 
Federal  reserve  bank  shown  on  the  left-hand  margin  on  the  same  horizontal 
line  to  the  Federal  reserve  bank  shown  at  the  top  of  the  column.  Figures 
without  asterisks  give  net  balances  due  to  the  Federal  reserve  bank  shown  on 
the  left-hand  margin  from  the  Federal  reserve  bank  shown  at  the  top  of  the 
column. 

The  figures  shown  in  the  last  column  to  the  right  give  the  total  net  balances 
due  to  or  from  the  Federal  reserve  bank  on  the  left-hand  margin  on  the  same 
horizontal  line,  as  reported  by  each  bank.  For  the  purpose  of  checking  the 
accuracy  of  the  operations  the  figures  in  each  column  have  been  added  and  the 
column  totals  combined  into  one  grand  total  which  must  equal  the  total  net  bal- 
ance due  from  all  Federal  reserve  banks,  or  the  amount  in  transit  between  the 
several  Federal  reserve  banks. 
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800        annval  bepobt  of  the  fedebal.  besebve  boabd. 
Staibmekt  B. 

Statements  B  and  C  give  a  digest  of  the  reports  of  Federal  reserve  agents, 
Bbowlng  the  mtinner  in  wtilcli  Initial  reserre  pnymcnta  were  made  by  member 
bnnks  from  their  own  vaults  and  other  correspondent  banks, 'and  the  com[K>sltIoii 
Of  reseneB  held  on  December  4, 1914. 

Five  of  the  Federnl  reserve  banks  did  not  report  the  Initial  reserve  pnynieuts 
received  by  them,  but  gave  merely  the  amounts  received  from  reserve  agents  for 
the  account  of  member  banks.  The  figures  In  column  A  of  Statement  B,  there- 
fore, nre  the  amouuta  reported  by  them  as  due  to  member  banks  on  December  4.  . 

In  the  vnse  of  Dalins  the  amount  due  on  December  22  was  taken  as  being 
probably  nearer  the  total  reserve  pjiymeut  than  Uie  figures  on  December  4. 

The  percentage  of  gold  and  gold  certificates  to,  total  reserves.  Including 
naticitinl  bunk  u'lres.  held  by  the  12  Federal  reserve  banks  on  December  4,  as 
Indicated  In  Statement  C,  was  S7.T  per  cent  The  lowest  percentage,  61.1  per 
cent,  is  shown  for  Atlanta.  Minneapolis  nnd  San  Francisco  show  n  percentage 
In  excess  of  99  per  cent 


Totei  Te- 
am* pay 

on  Dec.  4, 
1814. 

B 

payments 
madab; 

GKmbBT 

Amounla 
spondenb. 

tl,oa2,l» 

■1,100,000 

2,327, 8fle 
823, 60S 

D 

t 

12.S 

NDmbar 

berbanks 
whosa 
Initial 

in  part  by 
bemki. 

Remaiki. 

ilwton  (Nov.  10-17, 
Ffdual    num 

llrrYarkCredmal 
HM). 

U14J. 

113, 796, COO 
1I»,(I»,00CI 

ia,(153,«B 

I12,7«S,820 

103,500,000 

IS,  280, 022 
15,830,098 

3*8 

OS  banks  paid  In  1012,180  by 
transfer  Iron)  vaults  of  oc^ 

servB  ritia:  In  the  eaa«  ot 
12  banks  the  amomit  ot 

cbseka  tor  Initial  dapoalts 
wpre  drawn. 
Of  tlis  total  Bhown  In  colnmn 
C,  tU0,e70  was  paid  In  by 
drafts  of  HI  memtCT  banki 

membar'biito: 
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Initial  reserve  payments  made  from  member  hanks*  own  vaults  and  through 

correspondent  hanks — CoDtinued. 


A 

Total  re- 
serve pay- 
ments ro- 
oeivcd  by 
the  Federal 

reserve 

bank,  as 

reported  by 

the  agent, 

or  deposits 

on  hand 

on  Dec.  4, 

1914. 


Richmond  (re- 
ported by  Federal 
reserve  agent  Dec. 
4,  1914). 


Atlanta  (reported 
by  Federal  re- 
serve agent  Dec. 
8. 1914). 

Chicairo  (letter  of 
Federal  reserve 
aisent,  Dec  22, 
1914). 


1 $7,343, 450 


B 


Reserve 
payments 

made  by 

member 

banks  from 

their  own 

vaults. 


Amounts 
deposited 
by  corre- 
spondents 
to  the  credit 
of  member 
banks. 


$6,840,725 


6t  Loais  (letter  of 
Federal  reserve 
agent,  Dec.  30, 
1914). 


Minneapolis  (letter 
of  Federal  reserve 
agenty  Deo.  6, 
1914). 


Kansas  City  (letter 
of  Federal  reserve 
agent,  Dec.  15, 
1914). 

Dallas  (letter  of 
Federfti  reserve 
agent,  Dec.  22, 
1914). 

San  Francisco  (let- 
ter of  Federal  re- 
serve agent,  Dec. 
22, 1914). 


14,532,626 


» 37,772,497 


10,759,277 


4,171,518 


D 


Per 
coit 

Cis 
of  A. 


£ 
Number 
of  mem- 
ber banks 
whose 
initinl 
deposits 
were 
made 
wholly  or 
in  part  by 

corre- 
spondent 
banks. 


$640,190 


10,498,826 


18,620,062 


9,916,062 


■6,226,367 


» 12,373,903 


9,407,963 


4,951,940 


260,451 


476,780 


1,568,997 


91 


Remarks. 


62 


126 


2.4 


4.8 


59 


131 


167 


154 


In  many  cases  the  interior 
banks  treated  in  columns 
C  to  £  sent  their  cash  de- 
posits to  their  correspond- 
ent bank,  particularly  at 
Richmond,   with  the  re- 

auest  that  the  money  be 
ispatched  to  the  Federal 
reserve  bank  for  their  ac- 
count. In  some  instances 
drafts  on  New  York  were 
sent  to  the  Federal  reserve 
bank. 
Two-thirds  of  amount  shown 
in  column  C  was  paid  in  for 
account  of  3  banks. 

Of  the  total  number  of  banks 
stated  in  column  £,  42 
banks  shipped  $269,110 
from  their  own  vaults  in 
addition  to  $186,648  do- 
posited  by  their  corre- 
spondents and  included  in 
the  total  shown  in  column 
C.  The  total  required  re- 
serve of  the  latter  is  stated 
as  $880,382.  12  banks  not 
heard  from  are  presumed 
to  have  required  their  cor- 
respondents to  make  initial 
deposits  for  them. 

400  banks  paid  hi  $10,315,927 
in  cash  out  of  their  owxk 
vaults.  Of  the  59  banks 
whkdi  made  payment 
through  their  correspond- 
ents, 12  made  additional 
payments  of  $182,899  out  of 
uieir  own  vaults. 

A  few  member  banks  sent 
checks  on  their  reserve 
agents.  Initial  deposits  b y 
the  latter  for  account  of  the 
former  not  accepted,  unless 
the  ccnespondent  banks 
agreed  to  msist  upon  the 
return  of  the  gold  pAid  in. 

By  December  15  no  informa- 
tion had  yet  been  received 
from  10  member  banks  with 
aggregate  payments  of  re- 
serves of  $31,290. 


Figures  given  hi  colomn  £  do 
not  refer  to  those  I  anks 
which  shipped  the  required 
amount  oitswful  money  to 
reimburse  their  correspond- 
ents for  makhig  the  Initial 
reserve  deposits. 


>  Reserve  deposits  at  close  of  business  Dec.  4, 1914. 
*  Reserve  deposits  at  close  of  bostaiess  Dec.  22, 1914. 
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Statement  C. 

Composition  of  reserves  held  hy  each  of  the  Federal  reserve  hanks  and  the 

system  as  a  tohole  on  Dec.  4t  19H. 


Composition  of  reserves. 

District 
No.l. 

District 
No.  2. 

District 
No.  3. 

District 
No.  4. 

District 
No.  5. 

District 
No.Oi 

Gold  bullion  and  coin 

DoUiaT: 
55 

13,144,590 

DoOart. 
990 
59,345,130 

26,560,000 
55,000 

DoOor*. 

868,410 
14,262,780 

2,320,000 
37,000 

DoOan, 

1,709,935 

11,102,660 

4,315,000 
3,750 

DoUan. 

1.576,525 

6,528,415 

DoU»9, 
963,000 

Gold  certificates 

2,090,600 

Clearing-house        certificates 
fffold  certificates) 

Due  from  Treasurer  U.  S.  gold 
redemption   fund    (F.    R. 
notes) 

5,500 

16,250 

10,000 

Total  gold 

13,150,145 

85,961,120 

17.488.190 

17,131,345 

8,121,190 

3,050,500 

BUver  coin     ..         

349,300 

BUver  certificates 

432,771 

2,061,291 

1,387,777 

488,264 

76,464 

970,250 

United  StatM  notes 

Clearing-house        certificates 
f silver  certificates) 

4,680,000 

Total  silver 

432,771 

6,741,291 

1,387,777 

488,264 

76,464 

1,325,560 

Kational-bank  notes. 

22,115 

11.260 

388.070 

2,040 

17,756 

Legal-tender  notes 

1,298,566 

5,887,663 
7,630,000 

665,090 

964,756 

143,060 

000,807 

Clmrixig-house        certificates 
neeal-tender  notes) 

Total  lesal  tender. . 

1,298,565 

13,517,663 

665,090 

954,755 

143,050 

000,887 

OniTid  total,  r  -  -  - 

14,903,596 
88.3 

106,231,334 
80.9 

19,929J27 
87.8 

18,576,404 
92.2 

8,340,704 
97.4 

5,003.711 

Per  cent  of  £old 

01.1 

i                     1 

Composition  of  reserves. 

District 
No.  7. 

District 
No.  8. 

District 
No.  9. 

District 
No.  10. 

District 
No.  11. 

District 
No.  12. 

Total 

Gold  bullion  and  coin.... 

Gold  certificates 

Clearing-house     oertifl- 
catAS  (gold  certificates) . 

Due  fh>m  Treasurer  U.  S. 
gold  redemption  fund 
(F.  R.  notes) 

DoUart. 

2.429,450 

29,724,900 

4,285,000 
100,000 

DoUart, 

1,375,960 

8,775,730 

DoOart. 
1,258,348 
7,093,240 

1,005,000 

DoOan. 

1,106,265 

7,528,356 

1,655,000 
20,000 

DtMart, 
696,620 
5,390,420 

DoOan. 
9,643,470 
1,023,060 

2,290,000 

DoOan. 
21,019,0BS 
160,010,370 

42,430,000 
295,500 

25,000 

23,000 

Total  gold 

36,539,350 

10,176,090 

9,356,588 

10,309,620 

6,110,040 

13,557,120 

230,900.898 

Bllver  coin 

44,200 
392,867 

34,843 
.     80,146 

6 
28,013 

428,348 

Silver  certificates 

United  States  notes 

413, 172 

2,911 

535 

0,340,409 

Clsuing-house      certifi- 
cates (silver  certificates) 

4,080,000 

Total  silver 

437,067 

413,172 

2,911 

535 

114,988 

28,018 

11,448,817 

National-bank  notes. .  . . 

80,000 

4,480 

1,040 

40 

527,400 

Iiagal-tender  notes 

Clearing-house      certifi- 
cates       (legal-tender 
notes) 

1,794,000 

978,500 

12,985 

472,506 

51,060 

37,029 

12,896,009 
7,030,000 

Total  legal  tender.. 

1,794,000 

978,500 

12,985 

472,505 

61,060 

37.029 

20.526,000 

Grand  total 

Per  cent  of  gold.... 

38,850  417 
94.1 

11,568,362 
88.0 

9,376,964 
99.8 

10,782,660 
96.6 

6,276,128 

13,022,807 
99.5 

203,402j^l4 
87.7 
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EXHIBIT  M. 


Changes  in  discount  rates  of  each  of  the  Federal  reserve  banks  and  dates  when 

made  effective  from  Nov.  16,  19H,  to  Jan,  1,  1915. 


NO. 

1.- 

MATURITIES  OF  30  DAYS  AND  LESS 

• 

Federal  reserve 
bank  at- 

Novem- 
ber, 
1914. 

December,  1914. 

Jan.  1, 
1915. 

16 
6 

P 

6 
6 
6 
6 
6 
6 
6 
0 

20 

1 

2. 

4 

7 

9 

10 

11     15 

16 

17 
6 

18 

21 

23 

24 

2S 

30 
4i 

Boston 

New  York 

5 

4* 

PhUadelphia... 
Cleveland 

1 

6 
5 

*k 

H 

Richmond 

fii 

5 

5i 

5 

Chioa^ 

H 

6 

4} 

8t.  Louis 

^ 

5 

Minneapolis.... 

H 

6 

Kansas  City.... 

9 

6 

Dallas.......... 

5i 

5 

Ban  Francisco.. 

H 

5 

4* 

1 

NO.  2.- 

-MATURITIES  OF  OVER  30  DAYS  TO  60  DAYS,  INCLUSFV^E. 

Federal  reserve 
bank  at— 

Novem- 
ber, 
1914. 

December,  1914. 

Jan.  1, 
1916. 

16 

6 
6 
6 
6 
6 

? 

0 

Vk 

6 

6 

6 

20 

1 

2 

4 

7 

9 

10 

U 

16 

17 
5i 

18 

21 

23 

24 

28 

30 
5 

Boston.. 

New  York. 

W   ---- 

5 

PhUadelphia. 

(>ve]an<l 

3 

5 

1 

mf^hmond 

«i 

1 

5 
6 

Atlanta. 

6 

^ 

1 

Chicago 

5} 

"'"I"" 

5 

St.  Louis 

H 

Minneapolis 

6 

H 

Eauas'Cltv. 

6 

fii 

. 

D*ik»        '         ,  .. 

6 

5} 

5 

^VK  Francifloo 

6 

5i 

1    " 

No.  3.- 

MATURITIES  OF  OVER  60  DAYS  TO  90  DAYS,  INCLUSIVE. 

Boston ...- 

01 

6 
6 
6 

6 

New  York 

6 

Fhiladalphia 

Clevelaiid 

6 

1 

nidimond 

1 

It 

Atlanta 

6 

Chicaeo 

6i 

StLobfa..... 

• 

MhuMi^wUB 

Kansas  City 

Dallas 

6 

6 

1        "  " 

6 

64   

San  Francisco 

6 

^   

1 

No.  4.— MATURITIES  OF  OVER  90  DAYS  (LIVE  STOCK  AND  AGRICULTURAL  PAPER) 

Boston 

6 
6 
6 

New  York 

Philadelphia 

rU^tilaiKl 

.... 

i^fchmond 

..V. 

Atlanta 

0 

Chlcaro .-..t 

BtLobla        

MinneapoUs 

Kansas  City 

Dallas 

6 

6 

6 

Ban  Fraaeisoo .... 

6 
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Commercial  paper  rates  prevailiriff  at  leading  centers,  09  reported  daily  to  the 
Federal  Reserve  Board  from  Nov.  16  to  Dec.  SI,  19H, 


Nov. 
Nov. 
Nov. 
Nov. 
Nov. 
Nov. 
Nov. 
Nov. 
Nov. 
Nov. 
fcNov. 
Nov. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 


16. 
17. 
18. 
19. 
2D. 
2t. 
23. 
24. 
25. 
27. 
28. 
3D, 
1... 


2.. 
3.. 
4.. 
5.. 
7- 
8.. 
9.. 
10. 
11. 
12. 
14. 
15. 
16. 
17. 
18. 
19. 
21. 
22. 
23. 
21. 
26. 
28. 
2D. 
30. 
31. 


District 

No.l, 

Boston. 


Percent. 
6 


5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
6 
5 
5 
5 


-5i 

-6 

-6 

-6 

-6 

-6 

-6 

-6 

-6 

-% 

-6 

-6 

i 


District 
No.  2, 

New 
York. 


Per  cent, 

5H 
5{>6 

5-6 

5-6 

-6 

-6 

-5. 

6 
6-5 

4H 
4i-5i 


% 

4i-5 
4  -5 
-5 
-5 
-5 


-5 
-5 
-5 
-5 
-5 
-5 
-5 
-5 
-5 
-5 
-6 
-5 
-5 


District 
No.  3, 

Philadel- 
phia. 


Percent. 
6-CJ 
6 


5i-6 


6H 
5-6 

5-6 

5-« 

5I-6 


5-54 
5-5] 


5-5^ 


District 
No.  4, 
Cleve- 
land. 


Percent. 
6 
6 
6 


6 
6 
6 
6 
6 

5H 
5-6 

5-6 

5-6 

5i-6 

5i-6 

5-6 

5i-6 

5 

5 

5 

5 

5 

5 

-6 

-6 

-6 


5 
5 
5 


6 


0 
6 

'6 
6 
6 


District 
No.  6, 
Rich- 
mond. 


Per  tent. 


5|-6 


6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 


District 

No.  6. 

Atlanta. 


Percent, 


t 
6 
6 
6 
6 
6 
6 
6 

a 

0 
6 
6 
0 
6 
6 


6 
6 
6 
6 
6 


6 
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Commercial  paper  rates  prevailing  at  leading  centers,  as  reported  daUy  to  the 
Federal  Reserve  Board  from  Nov,  16  to  Dec.  31,  19H — Continued. 


Nov.  16. 
Nor.  17. 
Nov.  18. 
Nov.  19. 
Nov.  2J. 
Nov.  21 . 
Nov.  23. 
Nov.  21. 
Nov.  25. 
Nov.  27. 
Nov.  28. 
Nov.  30. 
Dec.  1... 
Dec  2... 
Dec.  3... 
Dec.  4... 
Dec.  5... 
Dec.  7... 
Doc.  8... 
Dec.  9... 
Dec.  10.  . 
Dec.  11.. 
Dec.  12.. 
Dec.  14.. 
Dec.  15.. 
Dec.  16.. 
Dec,  17.. 
Dec.  18.. 
Dec.  19-. 
Dec.  21.. 
Dec.  22.. 
D«?,23.. 
Dec.  24.. 
Dec.  2,>.t 
Dec.2S.. 
Dec.  23.. 
Dec.  30.. 
Dec.  31.. 


District 

No.  7, 

Chicago. 


Percent. 
6-6i 
6-7 

6  -6 


4i-5 


District 

No.  8, 

St.  Louis. 


Perctnt, 


6 

6 

6 

6 

6 

6 

6 

6 

6 

6 

6 

6 

6 

6 

6 

6 

6 

6 

54-6 

5-6 

5|-6 

5*- 6 

5)-6 

5-oJ 


District 
No.  9, 
Minne- 
apolis. 


Percent. 
6 
6 
.  6 
6 
6 


5i-6 

% 

64 


5 
5 
5 
5 
5 
5 


District 

No.  10, 

Kansas 

City. 


District 
No.  11, 
Dallas. 


Per  cent. 
6-7 


6 
G 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 

6 
6 


Perctnt. 


G 


District 

No.  12, 

SanFrai>> 

Cisco. 


PercerU. 
CH4 
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EXHIBIT  N. 
CJoTTON-LoAN  Fund. 

COMPLETED  PLAN  AND  SUBSCRIPTION  AGREEMENT. 

Memorandum  of  plan  for  the  creation  of  a  fund  of  approximately  $185,000,000 
to  be  used  for  the  purpose  of  making  loans  on  cotton  in  the  cotton-producing 
States. 

Submitted  to  the  Federal  Reserve  Board  at  a  meeting  of  bankers  representing 
banks  in  New  York  and  St.  Louis,  and  approved  by  the  board  on  October  24, 
1914. 

Members  of  the  committee  present  in  person :  Messrs.  A.  H.  Wiggin,  William 
Woodward,  A.  J.  Hemphill,  and  J.  S.  Alexander,  representing  the  New  York 
bankers,  and  Mr.  Festus  J.  Wade,  of  St.  Louis,  and  Mr.  Daniel  G.  Wing,  of 
Boston. 

OUTLINE  OF  PLAN. 

It  is  proposed  to  create  in  the  manner  hereinafter  provided  a  fund  of  approxi- 
mately $135,000,000,  to  be  known  as  the  "  Gotten  Loan  Fund,*'  and  to  be  used 
for  the  purposes  herein  stated.  Subscribers  to  this  fund  shall  be  divided  into 
two  classes,  to  be  designated  respectively  as  class  "A"  and  class  "B"  sub- 
scribers. With  the  exception  of  those  in  Missouri  and  Virginia  class  "A" 
subscribers  shall  consist  of  banks,  or  other  corpora tious,  firms,  or  individuals 
located  or  residing  in  other  than  the  cotton-producing  States  of  Alabama, 
Arkansas,  Florida,  Georgia,  Louisiana,  Mississippi,  Missouri,  North  Carolina, 
Oklahoma.  South  Carolina,  Texas,  Tennessee,  and  Virginia. 

All  class  "A"  subscriptions  shall  be  contingent  upon  the  receipt  of  sub- 
scriptions of  that  class  aggregating  $100,000,000.  Class  "  B  "  subscriptions  shall 
be  made  by  banks  or  bankers  located  or  residing  in  the  cotton-producing  States 
above  mentioned,  and  us  hereinafter  more  particularly  explained;  no  class 
"  B  **  subscriptions  shall  be  required  except  as  a  condition  of  a  loan  or  loans 
to  be  made  out  of  the  fund  to  be  created,  and  in  such  event  subscriptions  shall 
not  be  required  to  exceed  25  per  cent  of  the  amount  of  the  loan  applied  for.* 

Each  subscriber  shall,  upon  the  payment  in  whole  or  in  part  of  the  amount 
subscribed  for,  receive  a  particlputiou  certificate  transferable  only  on  the  books 
of  the  Cotton  I^onn  Committee,  showing  on  its  face  the  class  of  subscription 
represented  thereby  and  specifying  the  terms  under  which  the  owner  will  be 
entitled  to  share  in  the  distribution  of  the  moneys  realized  from  the  loans  made 
from  the  fund  created.  The  Cotton  Loan  Committee  may  make  such  rules  and 
regulations  with  respect  to  the  transfers  of  certificates  as  in  its  discretion  it 
may  deem  to  be  advisable:  Provided,  however,  That  the  registered  holder  of 
each  certificate  shall  for  all  purposes  of  said  Committee  be  deemed  the  owner 
thereof. 

All  class  "  A  "  and  class  "  B  "  certificates  shall  bear  interest  at  the  rate  of  6 
per  cent  per  annum,  payable  February  1,  1915,  and  quarterly  thereafter,  or,  in 
the  discretion  of  the  Cotton  Loan  Committee,  May  1,  1915,  and  quarterly 
thereafter. 

The  Cotton  Loan  Fund  shall  be  administered  under  the  direction  of  a  com- 
mittee to  be  known  as  the  Central  Committee,  and  to  be  composed  of  the  indi- 
vidual members  of  the  Federal  Reserve  Board,  who  are  hereby  constituted 
such  Conmilttee  with  the  powers  and  for  the  purposes  herein  8i)ecified.  The 
Central  Conmilttee  shall  appoint  a  committee  for  the  general  administration 
of  the  fund,  to  be  known  as  the  Cotton  I^oan  Committee,  and  shall  delegate  to 
such  coiuniittee  such  powers  as  In  Its  absolute  discretion  may  be  necessary 
or  advisable  to  properly  carrj'  out  the  purposes  nud  safeguard  the  practical 
administration  of  this  plan.  The  Cotton  Loan  Committee  to  be  named  by  the 
Central  Committee  shall  consist  of  tlie  following:  W.  P.  O.  Harding,  chairman, 
Washington,  D.  C;  Paul  M.  Warburg.  Washington,  D.  C. ;  Albert  H.  Wig- 
gin,  New  York:  James  S.  Alexander,  New  York;  James  B.  Forgan,  Chicago, 
III. ;  Festus  J.  Wade,  St.  Louis,  Mo. ;  Levi  L.  Rue,  Philadelphia,  Pa. ;  William 
A.  Gaston,  Boston,  Mass. 

The  Cotton  I^oan  Committee  shall  appoint  committees  in  each  of  the  cotton- 
]»roducing  States  hereinbefore  named,  the  title  of  each  such  committee  to 
include  the  name  of  the  State  in  which  it  shall  be  required  to  act  for  the  Cotton 
Loan  Committee,  and  each  State  committee  shall  appoint  local  committees  In 
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sofficient  number  to  safeguard  the  practical  workings  of  the  plan.  All  com- 
mittees appointed  to  be  subject  to  the  approval  of  the  Central  Committee  and 
all  committees  to  serve  without  compensation  of  any  kind. 

All  loans  made  from  the  fund  created  shall  bear  interest  at  the  rate  of  6  per 
cent  per  annum,  payable  in  New  York  City  funds  to  the  Cotton  Loan  Com- 
mittee on  February  1,  1915,  and  quarterly  thereafter,  and  all  applications  for 
loans  must  be  made  through  banks  or  bankers,  who  shall  in  each  instance 
accompany  the  application  for  such  loans  with  a  subscription  to  class  "  B " 
certificates  in  an  amount  equal  to  25  per  cent  of  the  amount  of  the  loan  applied 
for.  The  subscriber  to  class  "  B  "  certificates  applying  for  a  loan  for  a  customer 
will  not  be  required  to  indorse  the  note  of  such  customer  and  shall  not  be 
entitled  or  permitted  to  receive  from  such  customer  the  payment  of  any  com- 
mission on  account  of  obtaining  such  loan.  Such  subscriber  shall,  however,  in 
such  form  as  the  Cotton  lx)an  Committee  shall  prescribe,  guarantee  the  prompt 
and  punctual  payment  by  the  borrower  of  interest  on  such  loans  and  all  ware- 
house charges  and  insurance  premiums  in  connection  with  the  collateral  there- 
for, and  shall  undertake  to  collect  such  interest  for  and  promptly  transmit 
the  same  to  the  Cotton  Loan  Committee. 

All  loans  made  shall  be  first  approved  by  the  proper  local  committee,  by  the 
appropriate  State  committee,  and  by  two  members  of  the  Cotton  Loan  Com- 
mittee. When  applications  for  loans  have  been  approved  as  above  provided 
the  notes  evidencing  same,  together  with  the  collateral  required  under  the 
terms  of  this  plan,  must  be  forwarded  to  the  office  of  the  Cotton  Loan  Committee, 
with  instructions  as  to  the  disposition  of  the  proceeds,  and  must,  as  stated,  be 
accompanied  with  the  subscription  of  the  bank  or  banker  forwarding  the  ap- 
plication to  an  amount  of  class  "  B  "  certificates  equal  to  25  per  cent  of  the 
amount  applied  for. 

In  order  to  make  the  subscriptions  to  class  "  B  "  certificates  immediately 
available,  each  subscription  accompanied  by  an  application  for  a  loan  must  be 
accompanied  by  a  New  York  draft  of  the  bank  or  bankers  through  which  the 
application  Is  made,  drawn  to  the  order  of  the  Cotton  Loan  Fund,  or  in  such 
manner  as  the  Cotton  Loan  Committee  shall  designate,  said  draft  to  be  for  an 
amount  equal  to  25  per  cent  of  the  loan  applied  for,  and  upon  the  granting  of 
such  loan  a  class  "  B  "  certificate  for  this  amount  shall  be  issued.  In  this 
manner  75  per  cent  of  each  loan  will  be  provided  by  the  fund  obtained  from 
class  "A"  subscribers  and  25  per  cent  from  the  class  **  B  "  subscribers. 

Each  loan  shall  be  evidenced  by  a  note  In  form  approved  by  the  Cotton  Loan 
Committee,  and  in  addition  to  the  guaranty  fund  hereinafter  described  shall 
be  secured  by  cotton  on  the  basis  of  6  cents  per  pound  for  middling  in  such 
quantity  as  to  provide  a  margin  of  20  per  cent  above  the  face  amount  of  the 
loan:  Provided,  however.  That,  since  100  bales  is  the  customary  commercial 
unit  for  cotton,  unless  otherwise  determined  by  the  Cotton  Loan  Committee 
in  particular  instances,  no  loan  shall  be  made  upon  the  security  of  less  than 
that  quantity. 

As  evidence  of  the  security  offered,  each  note  tendered  with  an  application 
for  a  loan  must  be  accompanied  by  receipts  of  approved  warehouses  and  by 
evidence  of  proper  Insurance.  All  cotton  accepted  as  security  must  be  located 
In  warehouses  or  other  buildings  under  the  ownership  and  control  of  some 
person,  firm,  or  corporation  other  than  the  borrower,  and  In  approving  such 
loans  the  local  and  State  committees  shall,  respectively,  pass  upon  the  character 
of  the  warehouses,  the  form  and  sufliciency  of  the  warehouse  receipts  and  of 
the  insurance,  and  shall  be  satisfied  that  such  cotton  is  free  from  all  liens 
except  that  created  by  the  loan  or  loans  from  the  fund  to  the  borrower;  and 
the  said  committees  shall  likewise  be  satisfied  that  the  cotton  offered  as  security 
is  of  the  grade  or  grades  specified  in  the  application,  none  of  which  shall  be 
under  "  low  middling." 

All  expenses  such  as  warehouse  charges  and  insurance  premiums  shall  be 
borne  by  the  borrower. 

In  addition  to  the  security  hereinbefore  specified,  every  applicant  granted  a 
loan  from  the  fund  shall  pay  to  the  Cotton  Loan  Committee  a  sum  equal  to  3 
per  cent  of  the  face  amount  of  the  loan  granted,  which  sum  the  applicant  shall 
authorize  the  Cotton  Loan  Committee  to  deduct  or  withhold  from  the  proceeds 
of  such  loan.  All  sums  so  paid,  together  with  all  interest  earned  from  the 
investment  thereof,  shall  constitute  a  mutual  borrower*s  guarantee  fund,  to 
be  drawn  upon  In  the  following  order  of  priorities:  First,  for  the  payment  of 
expenses  of  administration,  which  It  is  estimated  will  In  no  event  exceed  one- 
eighth  of  one  per  cent  of  the  total  fund  for  which  provision  is  herein  made; 
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rsecond,  to  make  up  any  deficiency  In  the  amount  available  for  payment  of  the 
class  A  certificates,  with  Interest;  and,  third,  to  make  up  any  deficiency  In 
amount  available  for  class  B  certificates  with  interest,  whether  such  deficiencies 
i*esn1t  from  losses  sustained  by  reason  of  any  loans  ninde  from  the  snid  Fund 
-or  otherwise;  the  balance,  including  all  Interest  earned  thereon,  shall  be  re- 
turned pro  rata  to  the  borrowers. 

The  Cotton  Loan  Committee  shall  control  the  guaranty  fund  so  created  and 
may,  in  its  discretion,  invest  all  or  any  portion  thereof  in  class  A  certificates 
herein  provided  for. 

All  applications  for  loans  shall  be  made  not  later  than  February  1, 1915,  and, 
except  as  hereinafter  provided,  all  loans  made  shall  mature  on  February  1, 
1916,  or,  at  the  option  of  the  borrower,  may  be  paid  30  days  after  notice.  If 
payment  is  thus  anticipated,  interest  must  be  paid  to  the  interest  date  then  next 
ensuing.  The  Central  Committee  may,  however,  in  its  discretion,  authorize  the 
Cotton  Jjoan  Committee  to  extend  any  or  all  loans  for  a  period  not  to  exceed  six 
months  after  February  1,  1D1G,  if  in  the  liidgment  of  said  Central  Committee 
conditions  at  that  time  Justify  such  exteusion. 

Calls  for  payment  of  subscriptions  to  class  A  certificates  shall  be  made 
as  nearly  pro  rata  ns  possible.  In  the  event  that  on  February  1,  1915,  applica- 
tions for  loans  shall  not  have  been  received  to  the  extent  of  the  full  amount 
subscribed,  the  fund  shall  nevertheless  be  closed  at  the  amount  for  which  appli- 
cations for  loans  mailed  or  delivered  prior  to  February  2, 1915,  shall  be  granted; 
and  class  A  subscribers  shall  be  released  from  the  payment  of  balance  of  their 
subscriptions  not  required  to  make  up  said  amount:  Provided^  always^  That 
the  fund  shall  not  be  considered  to  have  been  established  for  any  purpose  until 
class  A  subscriptions  shall  have  been  received  to  the  extent  of  $100,000,000. 

As  moneys  become  available  for  repayment  to  the  subscribers,  they  will  be 
applied  against  both  class  A  and  class  B  certificates,  but  the  percentage  of 
reduction  in  the  case  of  class  B  certificates  shall  be  one-half  of  that  in  the  case 
of  class  A  certificates  until  the  amount  of  the  latter  outstanding  shall  be  re- 
duced to  approximately  the  amount  of  class  B  certificates  then  outstanding, 
after  which  the  percentage  of  reduction  shall  be  the  same.  For  example.  If  a 
payment  is  made  on  the  class  A  certificates  to  the  extent  of  10  per  cent  of  the 
aggregate  face  amount  of  such  certificates  then  outstanding,  a  payment  shall  at 
the  same  time  be  made  upon  the  class  B  certificates  to  the  extent  of  6  per  cent 
of  the  aggregate  face  amount  then  outstanding.  Again,  if  a  payment  on  the 
class  A  certificates  is  made  of  an  amount  equivalent  to  3i  per  cent  of  the  aggre- 
gate face  amount  then  outstanding,  at  the  same  time  a  payment  on  account  of 
class  B  certificates  will  be  made  of  an  amount  representing  IJ  per  cent  of  the 
aggregate  face  amount  of  class  B  certificates  then  outstanding,  which  method 
of  payment  shall  be  continued  until  the  amount  of  the  two  classes  of  certificates 
outstanding  shall  be  approximately  the  samer  after  which  all  sums  distributed 
shall  be  divided  pro  rata  among  all  certificate  holders,  regardless  of  the  two 
classes. 

Any  member  of  the  Central  Committee  may  resign  by  delivering  his  resig- 
nation in  writing  to  the  other  members,  and  any  vacancy  resulting  from  death, 
resignation,  inability  to  act,  or  any  other  cause  shall  be  filled  by  the  remaining 
members  at  a  meeting  called  for  the  purpose,  or  in  writing  without  a  meeting. 
Until  any  such  vacancy  or  vacancies  at  any  time  existing  shall  be  so  flll^ 
the  remaining  members  shall  constitute  the  Central  Committee  for  any  and 
all  puriK>ses,  and  shall  be  fully  authorized  to  exercise  all  the  powers  and 
perform  all  the  duties  thereof.  All  powers  vested  In  the  Central  Committee 
shall  require  for  their  exercise  the  assent  or  approval,  with  or  without  a 
meeting,  of  at  least  a  majority  of  the  members  thereof  at  the  time.  Any 
member  of  the  Central  Committee  may  act  by  proxy  or  power  of  attorney, 
executed  to  any  person,  whether  or  not  a  member  of  that  Committee.  No 
member  of  the  Central  Committee  shall  be  personally  liable  under  any  circum- 
stances for  or  on  account  of  any  matter  or  thing  whatsoever,  except  his  o^fn 
Individual  willful  malfeasance,  and  no  member  shall  be  liable  for  the  acts 
or  neglects  of  any  other  member.  The  purposes  of  the  Central  Committee 
Bhall  be,  and  the  Committee  shall  have  full  power  and  authority  to  do  or 
cause  to  be  done  any  and  all  acts  and  things  deemed  by  it  necessary,  proper, 
or  expedient  in  connection  with  the  direction  of  the  administration  of  the 
(Jotton  Loan  E^nd,  aud  the  enumeration  herein  of  specific  powers  shall  not 
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under  any  circumstances  be  construed  to  limit  the  general  powers  and  discre- 
tion intended  to  be  conferred  hereby  upon  the  Central  Committee  in  order 
fully  to  authorize  it  to  do  or  cause  to  be  done  any  and  all  such  acts  and  things. 
The  Central  Committee  may  appoint  an  agent  or  agents  to  assist  it  in  accom- 
plishing the  purposes  and  intents  hereof,  and  for  the  neglects  or  omissionB 
of  such  agent  or  agents  (care  believed  to  be  reasonable  having  been  exercised 
in  his  or  their  selection),  no  member  of  said  Committee  shall  incur  any  re- 
sponsibility whatsoever.  The  Central  Committee  may  employ  and  may  advise 
with  counsel,  and  for  anything  done  or  suffered  by  it  in  accordance  with  the 
advice  of  counsel  any  member  of  the  Committee  shall  not  be  liable  to  any  one. 
Dated  November  30,  1914. 

The  undersigned,  designated  as  The  Central  Committee  in  the  outline  of  Plan 
for  the  Cotton  Loan  Fund  dated  October  17, 1014,  and  in  the  annexed  Completed 
Flan  dated  November  30, 1014,  which  has  been  approved  by  the  Federal  Reserve 
Board,  bereby  severally  accept  our  appointment  as  members  of  said  The  Central 
Committee ;  and  agree  to  assume  the  general  direction  of  the  administration  of 
said  Cotton  Loan  Fund  as  in  said  Plan  provided. 
Dated  November  30,  1914. 

W.  G.  MoAnoo,  Chairman, 

J.  S.  WnxiAMS. 

Chables  S.  Hamlin. 

Paul  M.  Wabbxjbq. 

F.  A.  Delano. 

W.  P.  G.  Habding. 

A.  C.  Miller. 

Non. — Corporations  must  affix  their  seals. 

SUBSGBIPTION    AGREEMENT. 

The  undersigned  hereby  assent  to  the  foregoing  Plan,  dated  November  30, 
1914,  for  the  creation  of  a  Fund  to  be  known  as  the  Cotton  Loan  £\ind,  whidi 
has  been  approved  by  the  Federal  Reserve  Board,  and  as  class  A  subscribers 
mentioned  in  said  Plan,  each  for  himself  or  itself  and  not  for  any  other,  hereby 
agree  with  each  other,  with  all  other  subscribers  and  with  The  Central  Com- 
mittee in  said  Plan  designated  and  appointed,  to  contribute  to  the  said  Fund* 
subject  to  the  terms  and  provisions  of  said  Plan,  the  sums  hereinafter  set 
opposite  their  respective  names,  and  to  pay  said  sums  in  New  York  funds  at  the 
office  or  agency  in  the  City  and  State  of  New  York,  of  the  Cotton  Loan  Com- 
mittee in  said  Plan  mentioned,  at  one  time  or  from  time  to  time  In  installments^ 
to  or  upon  the  order  of  said  Cotton  Loan  Committee,  as  called  by  it,  provided, 
however,  that  the  undersigned  shall  be  under  no  obligation  hereunder  or  by 
virtue  hereof  until  said  sums  so  agreed  to  be  contributed  and  paid  by  class  A 
subscribers  shall  aggregate  the  sum  of  one  hundred  million  dollars.  This  assent 
and  agreement  may  be  executed  in  any  number  of  counterparts,  e^ch  of  which 
shall  be  an  original,  and  all  of  which  shall  constitute  but  one  and  the  same 
assent  and  agreement. 

In  witness  whereof  the  undersigned  individuals  have  hereunto  subscribed 
their  names  and  the  undersigned  corporations  have  caused  these  presents  to  be 
executed  by  their  duly  authorized  officer  or  officers,  and  their  respective  corpo- 
rate seals  to  be  hereunto  affixed  this day  of  December,  1014. 


Names. 


Amounts. 


AddrwseB. 
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EXHIBIT  O. 

Dbcibion  op  the  Rbsebyb  Bank  Obqanizatton  GoMHirrBB  DBTEBiONiMa  thb 
Fbdbbal  Besbrve  Districts  and  thb  Location  of  the  Federal  Bbsbrvb 
Banks. 

[Under  the  Fedflfal  reserve  act  approved  Deo.  23, 1913.] 

The  Federal  reserve  act  directs  the  reserve  bank  organization  committee  to  "desi^ 
nate  not  less  than  8  nor  more  than  12  cities,  to  be  Imown  as  Federal  reserve  dtiesp' 
to  "divide  the  continental  United  States,  excluding  Alaska,  into  districts,  each 
district  to  contain  only  one  of  such  Federal  reserve  cities;"  and  to  apportion  the  dis- 
tricts "with  due  reunurd  to  the  qonvenience  and  customary  course  of  Dusiness. ''  The 
act  provides  that  the  districts  may  not  necessarily  be  coterminous  with  any  State  or 
States. 

In  deteimining  the  reserve  districts  and  in  designating  the  cities  within  such  districts 
where  Federal  reserve  banks  shall  be  severally  located,  the  oiganization  committee 
has  given  full  consideration  to  the  important  mctors  bearing  upon  the  subject.  The 
committee  held  public  hearings  in  18  of  the  leading  cities  from  the  Atlantic  to  the 
Pacific  and  from  Uie  Great  Ls&es  to  the  Gulf,  and  was  materially  assisted  thereby  in 
determining  the  districts  and  the  reserve  cities. 

Every  reasonable  opx>ortunity  has  been  afforded  applicant  cities  to  furnish  evidence 
to  support  their  claims  as  locations  for  Federal  reserve  banks. 

More  than  200  cities,  through  their  clearing-house  associations,  chamben  of  com- 
merce, and  other  representatives,  were  heard.  Of  these,  37  cities  asked  to  be  desig- 
nated as  the  headauarters  of  a  Federal  reserve  bank. 

The  majority  of  the  oiganization  committee,  including  its  chairman  and  the  Sec- 
retary of  Agriculture,  were  present  at  all  hearing,  and  stenographic  reports  of  the 
pNTOceedings  were  made  for  more  deliberate  consideration.  Independent  investigar 
tions  were,  in  addition,  made  through  the  Treasury  Department,  and  the  preference 
of  each  baiik  as  to  the  location  of  the  Federal  reserve  bank  with  which  it  desired  to 
be  connected  was  ascertained  by  an  independent  card  ballot  addressed  to  each  of  the 
7,471  national  banks  throughout  the  country  which  had  formally  assented  to  the 
provisions  of  the  Federal  reserve  act. 

Among  the  many  factors  which  governed  the  committee  in  determining  the  respec^ 
tive  districts  and  the  selection  of  uie  cities  which  have  been  chosen  were: 

First.  The  ability  of  the  member  banks  within  the  district  to  provide  the  mininiiim 
capital  of  $4,000,0(>b  required  for  the  Federal  reserve  bank,  on  the  basis  of  6  per  cent 
of  the  capital  stock  and  surplus  of  member  banks  within  the  district. 

Second.  The  mercantile,  industrial,  and  financial  connections  existing  in  each 
district  and  the  relations  between  the  various  portions  of  the  district  and  die  city 
selected  for  the  location  of  the  Federal  reserve  bank. 

Third.  The  probable  ability  of  the  Fed^^  reserve  bank  in  each  district,  after 
QKanization  and  after  the  provisions  of  the  Federal  reserve  act  shall  have'gone  into 
effect,  to  meet  the  legitimate  demands  of  business,  whether  normal  or  abnormal,  in 
accoraance  with  the  spirit  and  provisions  of  the  Feaeral  reserve  act. 

Fourth.  The  fair  and  equitaole  division  of  the  available  capital  for  the  Federal 
reserve  banks  among  the  oistricts  created. 

Fifth.  The  genertd  geographical  situation  of  the  district,  transportation  lines,  and 
the  &cilities  for  speeay  communication  between  the  Federal  reserve  bank  and  all 
portions  of  the  district. 

Sixth.  The  population,  area,  and  prevalent  business  activities  of  the  district| 
whether  agricultural,  manufacturing,  mining,  or  commercial,  its  record  of  growth  ana 
development  in  the  past,  and  its  prospects  for  the  future. 

In  determining  the  several  districts  the  committee  has  endeavored  to  follow  State 
lines  as  closely  as  practicable,  and  wherever  it  has  been  found  necessary  to  deviate 
the  division  has  been  along  lines  which  are  believed  to  be  most  convement  and  ad- 
vantageous for  the  district  affected. 

The  12  districts  and  the  12  cities  selected  for  the  location  of  the  Federal  reserve 
banks  are  as  follows: 

Dibtbict  No.  1. — The  New  England  States:  Maine,  New  Hampskire,  Vennonij  Mana- 
chusettSy  Rhode  Islandy  and  Connecticut,  toith  the  city  of  Boston  as  the  loeatUm  of  the 
Federal  reserve  bank. 

This  district  contains  445  national  banks  which  have  accepted  the  provisions  of  the 
Federal  reserve  act.  The  capital  stock  of  the  Federal  Reserve  Bank  of  Boston,  on  the 
basis  of  6  per  cent  of  the  total  capital  stock  and  surplus  of  the  assenting  nationsJ  banks 
in  the  district,  will  amount  to  $9,924,643. 
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District  No.  2. — The  Stale  of  New  Yorky  with  New  York  City  as  the  loeation  of  the 

Federal  reserve  bank. 

This  district  contains  477  national  banks  which  have  accepted  the  provisions  of 
the  Federal  reserve  act.  The  capital  stock  of  the  Federal  Reserve  ^nk  of  New 
York,  on  the  basis  of  6  per  cent  of  the  total  capital  stock  and  surplus  of  the  assenting 
national  banks  in  the  oistrict,  will  amount  to  120,621,606;  and  if  there  be  added  6 
per  cent  of  the  capital  stock  and  surplus  of  the  State  banks  and  trust  companies  which 
have  applied  for  membership  up  to  April  1,  1914,  the  total  capital  stock  will  be 
|20,687,&6. 

District  No.  3. — T?te  States  of  New  Jersey  and  Delaware  and  all  that  part  of  Pennsyl- 
vania located  east  of  the  western  boundcnry  of  the  following  counties:  Mckean^  Elk, 
Clearjkldf  Cambria,  and  Bedford,  vnth  the  Federal  reserve  bank  in  the  city  of  Phila- 
delphia. 

This  district  contains  757  national  banks  which  have  accepted  the  provisions  of 
the  Federal  reserve  act.  The  capital  stock  of  the  Federal  Reserve  Baiik  of  Phila- 
delphia, on  the  basis  of  6  per  cent  of  the  total  capital  stock  and  surplus  of  the  assenting 
national  banks  in  the  district,  will  amount  to  $12,488,138;  and  if  tiiere  be  added  6  per 
cent  of  the  capital  stock  and  surplus  of  the  State  baiJcs  and  trust  companies  which 
have  applied  for  membership  up  to  April  1,  1914,  the'  total  capital  stock  will  be 
112,500,738. 

District  No.  4. — The  State  of  Ohio;  all  that  part  of  Pennsylvania  lying  west  of  district 
No.  S;  the  counties  of  Marshall,  Ohio.  Broote,  and  Hancock,  in  the  State  of  West  Fir- 
ginia;  and  all  that  part  of  the  State  of  Kentucky  located  east  of  the  western  boundary  of 
the  following  counties:  Soone,  Grant,  Scott,  Woodford,  Jessamine,  Garrard,  Lincoln. 
Pulaski,  ana  McCreary,  with  the  city  of  Cleveland,  Ohio,  as  the  location  of  the  Federal 
reserve  bank. 

This  district  contains  767  national  banks  which  have  accepted  the  provisions  of  the 
Federal  Reserve  Act.  The  capital  stock  of  the  Federal  Reserve  Bank  of  Cleveland, 
on  the  basis  of  6  p^  cent  of  the  total  capiud  stock  and  surplus  of  the  assenting  national 
banks  in  the  district,  will  amount  to  $12,007,384;  and  if  there  be  added  oper  cent 
of  the  capital  stock  and  surplus  of  the  State  banks  and  trust  companies  which  have 
applied  for  membership  up  to  April  1, 1914,  the  total  capital  stock  will  be  $12,100,384. 

District  No.  5. — The  District  of  Columbia,  and  the  States  of  Maryland,  Virginia,  North 
Carolina,  South  Carolina,  and  all  of  West  Virginia  except  the  counties  of  Marshall, 
Ohio,  Brooke,  and  Hancodt,  with  the  Federal  reserve  bant  located  in  the  city  of  Ridh^ 
mond,  Va. 

This  district  contains  475  national  banks  which  have  accepted  the  provisions  of  the 
Federal  Reserve  Act.  The  capital  stock  of  the  Federal  Reserve  Baxik  of  Ridimond. 
on  the  basis  of  6  per  cent  of  the  total  capital  stock  and  surplus  of  the  assenting  national 
banks  in  the  district,  will  amount  to  $6,303,301;  and  if  there  be  added  6  per  cent  of 
the  capital  stock  ana  surplus  of  the  State  banks  and  trust  companies  wnich  have 
appliea  for  membership  up  to  April  1, 1914,  the  total  capital  stock  will  be  $6,542,713. 

District  No.  6. — The  States  of  Alabama,  Georgia,  and  Florida:  all  that  part  of  Tennessee 
located  east  of  the  western  boundary  of  the  following  counties:  Stewart,  Houston,  Waune, 
Humphreys,  and  Perry:  all  that  part  of  Mississippi  located  south  of  the  norUiem 
boundary  of  the  folhwina  counties:  Issaquena,  Sharkey,  Yazoo,  Kemper.  Madison, 
Leake,  and  Neshoba:  ana  all  of  the  southeastern  part  of  Louisiana  located  east  of  the 
western  boundary  of  the  folhwina  parishes:  Points  Coupee,  Iberville,  Assumption,  and 
Terrebonne,  with  Uie  ciy  of  Atlanta,  Ga.,  as  the  location  of  the  Federal  reserve  bank. 

This  district  contains  372  national  banks  which  have  accepted  the  provisions  of  the 
Federal  reserve  act.  The  capital  stock  of  the  Federal  Reserve  Bank  of  Atlanta,  on 
the  basis  of  6  per  cent  of  the  total  capital  stock  and  surplus  of  the  assenting  national 
banks  in  the  oistrict,  will  amount  to  $4,641,193;  and  if  there  be  added  6  per  cent  of 
the  capital  stock  and  surplus  of  the  State  banks  and  trust  companies  which  have 
applied  for  member^ip  up  to  April  1, 1914,  the  total  capital  stock  will  be  $4,702,558. 
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District  No.  7. — The  State  of  lotua;  M  that  part  of  Wisconsin  located  sotUh  of  the 
northern  boundary  of  the  following  counties:  Vernon,  Sauk,  Columbia,  Dodge, 
Washington,  and  Ozauiee;  all  of  the  southern  ]^ninsula  of  Michigan^  viz,  that  part 
east  of  Lake  Michigan;  all  that  part  of  Illinois  located  north  of  a  line  forming  the 
southern  boundary  of  the  following  counties:  Hancock,  Schuyler,  Cass,  Sangamon, 
Christian,  Shelby,  Cumberland,  arid  Clark:  and  all  that  part  of  Indiana  north  of  a 
line  forming  the  southern  boundary  of  the  folUywing  counties:  Vigo,  Clay,  Owen, 
Monroe,  Brown,  Bartholomew,  Jennings,  Ripley,  ana  Ohio,  with  the  Federal  reserve 
bank  located  in  the  city  of  Chicago,  III. 

This  district  contains  952  national  banks  which  have  accepted  the  provisions  of 
the  Federal  reserve  act.  The  capital  stock  of  the  Federal  Beserve  Bank  of  Chicago, 
on  the  basis  of  6  per  cent  of  the  total  capital  stock  and  surplus  of  the  assenting  national 
banks  in  the  district,  will  amount  to  $12,479,876;  and  if  there  be  ad^ed  6  per  cent 
of  the  capital  stock  and  surplus  of  the  State  banks  and  trust  compames  which  have 
applied  for  membership  up  to  April  1, 1914,  the  Jotal  capital  stock  will  be  $12,967,701. 

District  No.  8. — The  State  of  Arkansas;  all  that  part  of  Missouri  located  east  of  the 
western  boundary  ofthefollowina  counties:  Harrison,  Daviess,  Caldwell,  Ray,  LafayeUe, 
Johnson,  Henry,  St.  Clair,  Cedar,  Dade,  Lawrence,  and  Barry;  all  that  part  of  Illinois 
not  included  in  district  No.  7;  all  that  part  of  Indiana  not  included  in  district  No,  7; 
all  that  part  of  Kentucky  not  included  in  district  No.  4;  all  that  part  of  Tennessee  not 
irldudeain  district  No.  6;  and  all  that  part  of  Mississippi  not  included  m  district  No.  6; 
with  the  city  of  St.  Louis,  Mo.,  as  the  location  of  the  Federal  reserve  bank. 

This  district  contains  458  national  banks  which  have  accepted  the  provisions  of 
the  Federal  reserve  act.  The  capital  stock  of  the  Federal  Reserve  Bank  of  St.  Louis, 
on  the  bads  of  6  per  cent  of  the  total  capital  stock  and  surplus  of  the  assenting  national 
banks  in  the  district,  will  amount  to  $4,990,761;  and  if  there  be  added  6  per  cent 
of  the  capital  stock  and  surplus  of  the  State  banks  and  trust  companies  which  have 
applied  for  membership  up  to  April  1,  1914,  the  total  capits^  stock  will  be  $6,367,006. 

District  No.  9. — The  Stales  of  Montana,  North  Dakota,  South  Dakota,  Minnesota; 
all  that  part  of  Wisconsin  not  included  in  district  No.  7,  and  all  that  part  of  Mvhigan 
not  included  m  district  No.  7,  vnth  the  dty  of  Minneapolis,  Minn.,  as  the  location  of 
the  Federal  reserve  bank. 

This  district  contains  687  national  banks  which  have  accepted  the  provisions  of 
the  Federal  reserve  act.  The  capital  stock  of  the  Federal  Reserve  Bank  of  Minne- 
apolis, on  the  basb  of  6  per  cent  of  the  total  capital  stock  and  surplus  of  the  assenting 
national  banks  in  the  district,  will  amount  to  $4,702,925. 

District  No.  10. — The  States  of  Kansas,  Nebraska,  Colorado,  and  Wyoming;  all  that 
wart  of  Missouri  not  included  in  district  No.  8;  all  that  part  of  Oklahoma  north  of  a 
vine  firming  the  southern  boundary  of  the  follovnng  counties:  Ellis,  Dewey,  BUjxne, 
Canadian,  Cleveland,  Pottawatomie,  Seminole,  Okfuskee,  Mcintosh,  Muskogee,  and 
Sequoyah;  and  all  that  part  of  New  Mexico  north  of  a  line  forming  the  southern  boundary 
of  the  following  counties:  McKinley,  Sandoval,  Santa  Fe,  San  Miguel,  and  Union, 
with  the  city  of  Kansas  City,  Mo.,  as  the  location  of  the  Federal  reserve  bank. 

This  district  contains  836  national  banks  which  have  accepted  the  provisions  of 
the  Federal  reserve  act.  The  capital  stock  of  the  Federal  Reserve  Bank  of  Kansas 
City,  on  the  basis  of  6  per  cent  of^the  total  capital  stock  and  surplus  of  the  assentiiuf 
national  banks  in  the  district,  will  amount  to  $5,590,015;  and  if  there  be  added  i 
per  cent  of  the  capital  stock  and  surplus  of  the  State  banks  and  trust  companies  which 
nave  applied  for  membership  up  to  April  1,  1914,  the  total  capital  stock  wiH  be 
$5,600,977. 

Dibtrict  No.  11. —  The  State  of  Texas;  all  that  part  of  New  Mexico  not  included  in  dis- 
trict No.  10;  all  that  part  of  Oklahoma  not  included  in  district  No.  10;  all  that  part  of 
Louisiana  not  included  in  district  No.  6;  and  the  following  counties  in  the  State  of 
Arizona:  Pima,  Graham,  Greenlee,  Cochise,  and  Santa  Cruz,  with  the  city  of  Dallas,  Tex., 
as  the  location  of  the  Federal  reserve  bank. 

This  district  contains  731  national  banks  which  have  accepted  the  provisions  of  the 
Federal  reserve  act.  The  capital  stock  of  the  Federal  Reserve  Bank  of  Dallas,  on  the 
basis  of  6  per  cent  of  the  total  capital  stock  and  surplus  of  the  assenting  national 
banks  in  the  district,  will  amount  to  $5,540,020;  and  if  there  be  added  6  per  ceirt  of 
the  capital  stock  and  surplus  of  the  State  banks  and  trubt  companies  wnich  have 
applied  for  membership  up  to  April  1, 1914,  the  total  capital  stock  will  be  $5,653,924. 
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DiSTBiOT  No.  12. — The  States  ofCaWomia,  Waehingtont  Oregon,  Idaho,  Nevada,  and  Utah, 
andaU  that  part  o/ Arizona  not  included  in  district  No.  11,  with  the  ciiy  of  San  Franeisoo, 
Cal,,  as  the  Iceatton  of  the  Federal  reserve  bank. 

ThiB  diBtrict  contains  514  national  banks  which  have  accepted  the  provisions  of  the 
Federal  reserve  act.  The  capital  stock  of  the  Federal  Reserve  Bank  of  San  Francisco, 
on  the  basis  of  6  per  cent  of  the  total  capital  stock  and  surplus  of  the  xtssenting  national 
banks  in  the  district,  will  amount  to  $7,825,375;  and  if  there  be  added  6  per  cent  of  the 
capital  st6ck  and  surplus  of  the  State  banks  and  trust  companies  which  have  applied 
for  membership  up  to  April  1, 1914,  the  total  capital  stock  will  be  $8,115,494. 

The  committee  was  impressed  with  the  erowth  and  development  of  the  States  of 
Idaho,  Washington,  and  Oregon,  but  on  the  oasis  of  6  per  cent  of  the  capital  stock  and 
surplus  of  national  banks  and  State  banks  and  trust  companies  which  have  applied 
for  membership,  that  section  could  not  provide  the  $4,000,000  minimum  capital  stock 
required  by  the  law.  With  the  continued  growth  oi  that  region  it  is  reasonable  to 
expect  that  in  a  few  years  the  capital  and  surplus  of  its  member  banks  will  be  sufficient 
to  justify  the  creation  of  an  additional  Federal  reserve  district,  at  which  time  appli- 
cation may  be  made  to  the  Congress  for  a  grant  of  the  necessarv  authority. 

It  is  no  part  of  the  dutv  of  tne  oxganization  committee  to  locate  branches  of  the 
Federal  reserve  banks.  The  law  si>ecifically  provides  that  ''each  Federal  reserve 
bank  shall  establish  branch  banks  within  the  Federal  reserve  district  in  which  it  is 
located.' '  All  the  material  collected  by  the  committee  will  be  placed  at  the  dis- 
posal of  the  Federal  reserve  banks  and  the  Federal  Reserve  Board  when  they  are 
or«nized  and  readv  to  consider  the  establishment  of  branch  banks. 

Reference  is  made  to  the  map  of  the  districts  and  to  Tables  A,  B,  C,  D,  E,  and  F, 
hereto  attached. 

W.  G.  McAdoo, 
D.  F.  Houston, 
Jno.  Skelton  Wiluams, 
Reserve  Bank  Organization  Committee. 

Washington,  D.  C,  April  2, 1914> 
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REPORT  OP  THE  FEDERAL  RESERVE  BOARD, 
WITH  EXHIBITS. 


ANNUAL  REPORT  OF  THE  FEDERAL  RESERVE  BOARD. 


Federal  Resebye  Boabd, 
Washington,  February  1, 1916. 
The  Speaker  of  the  House  of  Repbesentatites: 

Sm:  The  first  annual  report  of  the  Federal  Reserve  Board,  rendered 
in  accordance  with  the  requirements  of  section  10  of  the  Federal  Re- 
serve Act,  was  transmitted  under  date  of  January  15, 1915,  at  a  time 
when  the  Federal  Reserve  Banks  had  barely  begun  active  business 
operations.  The  Board  herewith  submits  its  second  report,  the  first 
that  permits  a  review  of  the  actual  operation  of  the  new  system. 

In  order  to  provide  a  complete  account  of  the  worldng  of  the 
Federal  Reserve  System,  the  Board  has  called  upon  each  Federal 
Reserve  Agent  for  a  detailed  report  of  the  operations  and  problems 
of  his  bank  during  the  year  1915. 

The  various  Feaeral  Reserve  Agents  have  responded  fully,  and 
their  reports  are  published  as  part  2  of  this  report.  Owing  to  the 
similarity  of  problems  and  experiences  in  the  various  districts,  it  is 
inevitable  that  these  reports  to  a  certain  extent  should  all  cover  the 
same  groimd,  and  repetitions  were  therefore  unavoidable,  both  in 
the  body  of  the  reports  and  in  the  statistical  material  furnished. 
The  Board  has,  however,  deemed  it  best  to  present  them  in  some- 
what condensed  form,  in  the  belief  that  such  publication  will  furnish 
very  desirable  information  and  will  be  welcome  in  this  form,  par- 
ticularly to  member  banks  desiring  information  concerning  con- 
ditions and  operations  in  any  particular  district. 

general  condition  of  MONET  MARKET. 

A  condition  of  remarkable  ease  has  been  the  outstanding  feature  of 
the  money  market  of  the  country  during  the  first  year  of  operation 
imder  the  Federal  Reserve  Act.  Whatever  other  causes  may  have 
contributed  to  this  result,  much  of  it  is  due  to  the  stabihty  es- 
tablished and  the  feeling  of  security  inspired,  by  the  new  banking 
system;  so  much  of  it,  indeed,  as  to  afford  a  striking  vindication  of 
tlie  wisdom  of  the  law  and  the  efficiency  of  the  agencies  of  its  admin- 
istration even  in  advance  of  the  fuller  development  of  their  activi- 
ties. The  test  of  a  banking  and  financial  system  is  its  operation. 
More  than  a  year  will  be  nee(kdJ[|^|MbidHmate  test  of  our  new 
banking  system.    The  year  yAr^  ^jbowever,  has,  owing 
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to  the  continuance  of  the  economic  disturbances  and  financial  uncer- 
tainties engendered  by  the  European  war,  been  of  more  than  ordinary 
significance  in  supplying  experience  of  the  kind  that  tests  the  strength 
of  a  financial  and  credit  system,  and  deserves,  therefore,  extended 
notice  as  a  period  of  importance  in  the  history  and  working  of  the 
Federal  Reserve  Act. 

The  year  1015  has  been  a  period  of  marked  and  sudden  transition. 
In  almost  every  department  of  financial  life  conditions  have  been 
completely  altered.  At  the  close  of  1914  foreign  commerce  was 
uncertain,  business  conditions  depressed,  manufacturing  conducted 
upon  a  somewhat  restricted  basis,  a  considerable  floating  indebted- 
ness to  foreign  countries  had  still  to  be  liquidated,  the  commodity 
exchanges  of  the  country  were  either  closed  or  operating  under  very 
great  limitations.  To-day  the  export  trade  of  the  coxmtry  has 
reached  the  high-water  mark,  manufacturing  is  active  in  nearly  all 
lines  and  in  nearly  all  sections  of  the  coimtry.  Demand  for  practi- 
cally all  agricultural  products  is  strong,  the  commodity  exchanges 
of  the  country  are  open,  depression  in  business  life  has  given 
way  to  a  condition  of  extreme  activity.  The  change  has  been  most 
notable  in  certain  special  industries,  where  the  transformation  of 
conditions  has  been  so  great  as  to  be  startling.  In  this  funda- 
mental change  affecting  the  whole  basis  of  business  and  commer- 
cial life  throughout  the  country,  it  has  been  the  part  of  wisdom  that 
Federal  Reserve  Banks  should  conserve  their  resources  and  hold 
themselves  in  readiness  to  meet  any  imexpected  developments  in 
the  situation.  This  object  has  been  constantly  held  in  view  both 
by  the  Federal  Reserve  Banks  themselves  and  by  the  Federal  Reserve 
Board.  Preparedness  and  efficiency  have,  indeed,  been  the  impor- 
tant elements  in  the  Board's  policy,  and  this  policy,  together  with  the 
disturbed  conditions  abroad  which  have  prevented  the  reserve  banks 
from  engaging  in  certain  classes  of  operations  open  to  them  tmder 
the  Act,  have  naturally  limited  the  scope  of  the  operations  for  the 
first  year  of  their  existence. 

GEOWTH  OF  EXPOET  TEADE. 

The  financial  history  of  the  year  has  been  to  an  unprecedented 
extent  founded  upon  development  of  the  export  trade  of  the  United 
States.  That  trade,  which  had  been  in  many  departments  almost  pros- 
trate immediately  after  the  opening  of  the  European  war,  promptly 
recovered  its  vigor  in  many  branches,  so  that  during  the  early  stages 
of  the  year's  operations,  terminating  about  February,  1915,  a  surplus 
of  exports,  largely  of  agricultural  products,  was  used  to  liquidate 
floating  indebtedness  existing  at  the  opening  of  the  war.  This  debt  the 
Board  soon  after  its  organization  estimated  at  about  $500,000,000. 
o: —  ^\xQjx  laige  surpluses  of  exports  have  been  paid  for  to  a  consid- 
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erable  extent  through  the  return  of  American  securities  held  by  f  ordgn 
owners.  Still  later,  the  international  balances  resulting  from  con- 
tinued purchase  of  goods  were  settled  largely  upon  a  credit  basis, 
aided  by  sales  and  transfers  of  securities  sent  by  foreign  owners  to 
the  United  States.  It  has  been  only  within  the  past  few  months 
that  there  can  be  said  to  have  been  restoration  of  general  activity 
resulting  in  the  development  of  conditions  likely  to  be  ultimately 
reflected  in  demands  upon  the  Federal  Reserve  Banks.  There 
has  been  within  the  past  few  months  a  very  great  expansion 
of  loans  and  deposits  by  member  banks,  as  is  shown  by  the 
fact  that,  whereas  the  combined  loans  of  national  banks  were 
S6,347,636,570.27  at  the  end  of  1914,  they  were,  on  November  10, 
1915,  $7,233,928,973.15;  while  total  deposits  between  the  said  dates 
have  increased  from  $8,236,468,374.36  to  $10,157,472,691.86.  These 
facts  would  seem  to  indicate  that  it  is  prudent  to  be  prepared  for 
a  time  when  the  reserve  resources  of  the  country  will  be  subjected 
to  a  severe  test  and  when  the  leadership  and  the  operations  of 
the  Federal  Reserve  Banks  will  become  correspondingly  more 
influential. 

DBFINrnON  OF  PAPEB. 

The  Board  has  devoted  itself  to  a  definition  of  different  classes  of 
paper  which,  under  the  terms  of  the  Federal  Reserve  Act,  may  be 
considered  eligible  for  discount  at  Federal  Reserve  Banks,  seeking  to 
classify  and  describe  the  various  kinds,  and  to  fix  the  qualifications 
of  eligibihty  upon  a  reasonable  and  unmistakable  basis  which  should 
make  dear  to  the  commercial  world  the  conditions  to  be  observed  in 
dealings  with  Federal  Reserve  Banks.  It  has  prepared  with  great 
care  regulations  fixing  conditions  under  which  banks  other  than 
national  may  be  admitted  to  the  system,  in  order  that  State  institu- 
tions may  have  adequate  opportunity  to  join  and  ample  notioe  regard- 
ing the  conditions  imder  which  they  may  be  admitted  to  membership. 

The  Board  has  given  much  attention  to  the  adoption  of  appropriate 
measures  designed  to  facilitate  the  movement  of  exports  and  of 
others  intended  to  promote  the  ready  movement  of  crops.  All  this 
has  been  done  upon  a  basis  furnished  by  the  general  work  previously 
accomplished  in  defining  conmiercial  paper  and  in  issuing  standard 
regulations  designed  to  describe  the  essential  elements  of  the  principal 
types.  Very  satisfactory  results  have  been  accomplished  through 
these  efforts.  The  crop-moving  season  has  been  unusually  easy  with 
exceptionally  Uttle  strain  or  indication  of  stringency  in  any  locality. 
The  process  of  financing  an  enormous  and  abnormal  movement  of 
exports  has  proceeded  without  shock.  The  development  of  the 
bankers'  acceptance,  by  means  of  which  American  institutions 
are  beginning  to  occupy  a  leading  place  in  the  financing  of  the  world's 
]nt6roatioM^M|i|k||iP  gone  steadily  forward.    The  total  amount  of 
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such  acceptances  outstanding  at  the  close  of  the  year  1915  is  esti- 
mated at  fully  $100,000,000 — an  auspicious  beginning  in  this  branch 
of  business  and  one  of  significant  importance,  not  only  with  regard 
to  the  service  rendered  to  many  who  would  otherwise  have  suffered 
from  the  withdrawal  of  European  credit  facilities,  but  also  because 
of  the  valuable  field  of  investment  thereby  opened  to  the  Federal 
Reserve  Banks  themselves.  Much,  nevertheless,  remains  to  be  done. 
Conditions  in  the  principal  financial  markets  of  Europe  have  been 
such  that  the  Board  has  not  deemed  it  wise  to  encourage  the  several 
reserve  banks  either  to  establish  agencies  abroad  or  to  embark 
actively  upon  foreign  exchange  transactions.  The  coming  year  will 
see  large  progress  in  all  of  these  respects.  Foreign  banking  opera- 
tions in  some  fields  at  least,  it  is  hoped,  will  not  be  long  deferred; 
and  as  business  returns  to  a  normal  condition  abroad,  this  branch 
of  the  operations  of  the  Federal  Reserve  Banks  will  steadily  and 
rapidly  expand. 

The  operations  of  the  banks  have  been  limited  in  their  scope  by  the 
fact  that  there  was  a  great  volimie  of  fluid  resoiux^es,  due  partly  to  the 
release  of  reserves  which  occurred  simultaneously  with  the  opening 
of  the  banks  and  partly  to  general  conditions  which  have  relieved 
the  reserve  institutions  of  dexnands  that  would  otherwise  have  been 
brought  to  bear  upon  them,  the  most  striking  feature  of  which  is 
the  great  inflow  of  foreign  gold  into  the  United  States  in  consequence 
of  enormous  sales  to  foreign  coimtries.  As  a  result  of  these  con- 
ditions, the  direct  discounts  of  reserve  banks  for  member  banks 
have  at  no  time  been  much  in  excess  of  S30,000,000,  notwith- 
standing that  practically  every  type  of  commercial  paper  available  for 
discoimt  at  Federal  Reserve  Banks  has  been  defined  and  described. 
Believing  that  tmtil  a  firm  basis  for  discoimt  operations  had  been 
laid  and  the  organization  of  the  Federal  Reserve  Banks  completed 
it  would  be  wise  to  defer  any  general  provision  for  open-market 
operations,  the  Board  during  the  early  part  of  the  year  confined  its 
instructions  and  regxdations  to  those  classes  of  open-market  opera- 
tions which  were  deemed  most  immediately  essential.  Included 
in  this  category  were  purchases  and  sales  of  Government  bonds,  bank- 
ers' acceptances,  and  municipal  warrants.  More  recently,  in  a 
letter  of  October  8,  confirmed  by  a  circular  and  regulation  of  Decem- 
ber 6,  the  Board  authorized  the  several  institutions  to  purchase,  at 
rates  to  be  fixed  by  them  within  certain  limits  prescribed  by  the 
Federal  Reserve  Board,  all  those  classes  of  bills  of  exchange  which 
are  by  the  Act  made  eligible  for  rediscount.  It  may  be  noted 
that,  as  shown  by  analysis  of  a  recent  combined  statement  of  all 
Federal  Reserve  Banks,  more  than  75  per  cent  of  the  a^regate 
investments  held  by  them  have  been  obtained  through  open  market 
operations  in  government  bonds,  warrants,  acceptances,  and  com- 
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mercial  paper.  They  have,  therefore,  open  to  them  a  wide  field  of 
operation,  and  there  is  to-day  no  reason  why  they  should  not  employ 
their  resources  as  largely  as  prudence  and  the  requirements  of  good 
banking  dictate. 

DISOOUNT  POLIOT. 

The  Board  has  endeavored  during  the  past  year  to  develop  a  con- 
sistent discount  policy,  graduating  its  rates  according  to  the  matu- 
rity and  character  of  paper  discounted  or  purchased  in  the  open 
market.  Beginning  at  the  opening  of  the  system  with  a  compara- 
tively high  rate  for  ordinary  commercial  paper  and  with  more  or  leas 
variation  between  the  different  districts,  the  reserve  banks  have  during 
the  year  steadily  reduced  the  general  level  of  discount  rates  and  have 
worked  rapidly  and  effectively  toward  uniformity  for  the  entire 
country.  It  may  not  be  practicable  to  maintain  uniform  rates  through- 
out the  twelve  districts,  but  they  should  unquestionably  bear  a  con- 
sistent relation  one  to  another,  while  a  very  much  greater  adherence 
to  uniformity  than  before  the  enactment  of  the  Federal  Seserve  Act 
will  undoubtedly  be  secured.  At  the  dose  of  1915  the  lowest  rates 
made  by  the  Federal  Reserve  Banks  for  any  class  of  paper  were  those 
on  bankers'  acceptances,  approved  by  the  Board  at  from  2  to  4  per 
cent,  but  running  in  actual  practice  only  a  little  above  the  lower  limit 
thus  stated.  Trade  acceptances  at  a  prevailing  rate  of  about  3  J 
per  cent,  very  short-term  maturities  for  ordinary  commercial  paper  at 
3  to  3^  per  cent,  and  longer  term  paper  up  to  90  days  at  a  current  rates 
of  4  and  4^  per  cent  were  the  outstanding  features  of  the  disooimt- 
rate  situation.  The  fact  that  commodity  paper,  that  is,  notes  and 
bills  secured  by  readily  marketable  staples,  has  been  acquired 
in  large  amounts  at  rates  from  3  to  3^  per  cent,  and  that  long-term 
i^ricultural  paper  has,  subject  to  the  restrictions  of  the  law,  been 
freely  taken  by  the  reserve  banks  wherever  offered,  shows  what  the 
system  can  do  for  the  agricultural  short-time  borrower. 

More  immediately  important  to  the  actual  borrower  than  the  rates 
maintained  at  the  reserve  banks  are  those  established  by  the  member 
banks  for  their  customers.  It  is  an  undoubted  fact  that  rates  for 
good  commercial  paper  have  never  approached  so  uniform  a  level  in 
the  United  States  as  during  the  last  year — a  condition  due  to  a 
variety  of  circumstances,  prominent  among  which  is  the  operation  of 
the  Federal  Reserve  System.  It  is  as  yet  premature  to  speak  posi- 
tively on  this  subject,  inasmuch  as  lending  conditions  and  interest 
rates  of  the  year  1915  are  not  to  be  regarded  as  normal.  l!1^e  can, 
however,  be  no  doubt  that  during  the  year  the 
Reserve  System,  heightened  as  it  has  been  by 
gold  from  foreign  countries,  has  resulted  in  a 
and  marked  approach  to  uniformity  of  rates, 
tions  of  the  United  States. 
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With  our  vast  export  trade  giving  rise,  as  it  does,  to  an  enormoiis 
quantity  of  foreign  bills;  with  the  gradual  growth  of  the  practice 
of  drawing  documentary  bills  against  domestic  shipments ;  and  with 
the  increasing  tendency  on  the  part  of  business  men  to  put  their 
paper  into  the  trade-acceptance  form  in  lieu  of  the  promissory  note, 
the  Federal  Reserve  Banks  should  have  no  difficulty  in  amply  supply- 
ing themselves  in  due  time  with  such  amounts  of  paper  as  they  may 
deem  desirable.  Up  to  the  present  time  it  is  the  judgment  of  the 
Board  that  the  banks  have  acted  prudently  in  abstaining  from  enter- 
ing the  foreign  field  or  from  engaging  more  actively  in  open-market 
transactions  than  they  have.  Money  rates  have  been  imprece- 
dentedly  low,  and  any  attempt  of  the  Federal  Reserve  Banks  to 
attract  business  by  further  reduction  of  their  rates  might  only  have 
produced  a  further  depression  of  rates  and  increased  the  danger  of 
inflation  of  credit  without,  at  the  same  time,  bringing  additional 
business  to  the  Federal  Reserve  Banks.  Under  ordinary  conditions 
the  power  to  engage  in  open-market  operations  will  be  an  important 
factor  in  the  control  of  discount  rates  by  the  Federal  Reserve  Banks. 

The  policy  of  the  Board,  for  reasons  already  indicated,  has  been 
one  of  conservatism.  "When  prevailing  money  rates  harden,  as  they 
may  be  expected  to  in  time,  it  will  be  the  policy  of  the  Board  to 
encourage  the  Federal  Reserve  Banks,  through  the  active  purchase 
of  paper  and  the  increase  of  investments,  to  release  funds,  and 
thereby  to  steady  rates  at  what  it  conceives  to  be  the  normal  level. 

BANKS  AS   FISCAL  AGENTS. 

An  important  step  toward  the  enlargement  of  the  scope  of  the 
reserve  banks  and  the  complete  enforcement  of  the  Federal  Reserve 
Act  was  taken  by  the  Secretary  of  the  Treasury  on  November  23, 
when  he  designated  the  reserve  banks  as  fiscal  agents.  Under  his 
direction  there  were  transferred,  on  January  1,  1916,  to  the  reserve 
banks  funds  already  on  deposit  with  the  member  banks  in  the  Federal 
reserve  cities,  an  aggregate  of  about  $9,000,000.  Thus  has  been 
begmi  the  important  fiscal  reform  of  receiving  and  disbursing  the 
funds  of  the  United  States  through  the  Federal  Reserve  Banks. 
Prior  to  the  action  thus  taken  in  designating  all  of  the  reserve  banks 
as  fiscal  agents  the  Secretary  of  the  Treasury  had  already  placed 
with  three  of  the  banks  public  moneys  under  the  provision  which 
authorizes  him  to  employ  them  as  depositaries  and  had  offered 
to  make  similar  deposits  in  the  Federal  Reserve  Banks  of  St.  Louis, 
Kansas  City,  and  Minneapolis.  The  banks  in  which  deposits  were 
made  were  the  Federal  Reserve  Banks  of  Richmond,  Atlanta,  and 
Dallas,  $5,000,000  being  placed  with  each.  Of  this  sum,  $14,000,000 
was  transferred  through  the  instrumentality  of  the  gold  fund  at  Wash- 
ington, and  $1,000,000  was  directly  deposited  in  cash.     The  reasons 
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of  the  Secretary  of  the  Treasury  for  making  these  deposits  are  stated 
in  his  annual  report  to  Congress  in  December,  1915. 

COTTON   CBOP  MOVEMENT. 

Because  of  the  difficult  international  conditions,  the  Federal 
Reserve  Board  early  in  the  simmier  felt  that  it  would  be  advisable 
to  be  prepared  for  any  contingency  that  might  arise  in  connection 
with  the  marketing  of  the  cotton  crop.  Fears  for  the  situation  were 
widespread  in  the  South,  some  pessimistic  observers  predicting  a 
repetition  of  the  disastrous  experiences  of  1914.  The  Board,  there- 
fore, in  Jime,  1915,  appointed  a  special  committee  to  study  the  con- 
dition and  needs  of  the  cotton-growing  districts.  The  committee, 
realizing  the  importance  of  fostering  a  financial  condition  in  which 
producers  would  not  be  obliged  to  sacrifice  their  cotton,  but  would 
be  assisted  in  the  gradual  and  orderly  marketing  of  the  crop,  began 
its  work  by  investigating  warehouse  facilities  in  the  cotton  belt  and 
by  making  a  careful  study  of  the  laws  governing  warehousing  in  the 
Southern  States.  It  also  informed  itself  regarding  the  extent  of 
crop  diversification,  which  early  in  the  year  had  been  strongly  urged 
by  the  Department  of  Agricultiure  and  by  bankers'  associations  in 
the  South.  It  ascertained  that  the  cotton  acreage  had  been  greatly 
reduced  and  that  food  crops  had  been  planted  to  a  greater  extent 
than  in  previous  years,  and  it  was  not  long  in  reaching  the  conclusion 
that  the  yield  of  cotton  would  be  much  less  than  was  the  case  in  1914. 
Finding  the  storage  facilities  for  such  portion  of  the  crop  as  might 
have  to  be  carried  over  generally  adequate,  it  recommended  the 
creation  of  a  special  kind  of  accommodation  to  assist  those  pro- 
ducers who,  having  made  their  crop,  might  desire  temporarily  to 
withhold  a  portion  of  it  from  the  market.  The  committee  enter- 
tained the  view  that  warehouse  receipts  for  cotton,  grain,  and  other 
staple,  nonperishable  agricultural  products  of  a  readily  marketable 
character,  form  an  excellent  basis  for  bank  loans,  particularly  as 
under  the  terms  of  the  Federal  Reserve  Act  and  the  regulations  of 
the  Board,  notes  thus  secured  are  eligible  for  rediscount  by  Federal 
Reserve  Banks. 

During  the  sunmier,  the  conunittee  developed  a  method  by  which 
producers  could  secure  low  rates  upon  loans  secured  in  this  manner, 
and  in  order  to  encourage  cooperation  between  member  banks  and  pro- 
ducers, the  Board  issued  on  September  3,  1915,  its  conmiodity  paper 
regulation  which  provided  that  notes  secured  by  nonperishable  star^ 
commodities,  having  a  specified  date  of  maturity,  and  upon  w^ 
member  banks  had  not  charged  a  rate  of  interest  or  discount,  i 
ing  all  conmiissions,  of  more  than  6  per  cent  per  annum,  shoul 
gible  for  rediscount  in  Federal  Reserve  Banks  at  a  prefere* 
It  should  be  especially  noted  that  this  commodity  rate,  so 
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not  confined  to  any  section  of  the  country  or  to  loans  secured  by  any 
one  commodity,  but  was  general  in  its  nature.  It  applied  not  to  cotton 
alone,  but  to  other  staple  products,  such  as  grain,  sugar,  and  wool. 
It  was,  in  fact,  adopted  by  several  of  the  reserve  banks,  some  of  them, 
however,  receiving  but  Uttle  business  under  it  owing  to  the  abimdance 
of  fimds  in  member  banks. 

The  Board,  moreover,  in  the  exercise  of  the  powers  conferred  upon  it 
by  the  Federal  Reserve  Act,  was  fully  prepared  to  set  in  operation,  if  it 
shoidd  become  necessary,  at  rates  to  be  fixed  by  it,  the  machinery  of 
interbank  rediscoimting,  in  order  to  make  available  for  Federal  Reserve 
Banks  requiring  larger  resources  the  available  funds  of  other  reserve 
banks,  the  collective  strength  of  the  reserve  system  as  a  whole  being 
far  in  excess  of  any  demands  that  might  reasonably  be  expected  to 
be  brought  to  bear  upon  it  at  that  time. 

The  Board's  commodity  paper  regulation  was  issued  September  3, 
1915,  weU  before  the  time  when  the  movement  of  the  cotton  crop  could 
be  expected  to  give  rise  to  drafts  upon  the  southern  banks,  and  it  was 
some  time,  therefore,  before  any  considerable  number  of  applications 
for  loans  at  the  commodity  rate  was  made.  During  the  month  of 
November  the  southern  reserve  banks  converted  many  of  their  loans 
into  the  commodity  form.  Such  loans  aggregated  $10,300,000  to 
the  end  of  the  year,  17,500,000  being  the  volume  outstanding  on 
December  30, 1915. 

The  effect  of  the  commodity  paper  regulation  was  mainly  antici- 
patory and  protective.  The  certain  assurance  that  whatever  funds 
might  be  necessary  for  the  gradual  and  orderly  marketing  of  the 
cotton  crop  would  be  available  at  moderate  rates  had  an  immediate 
and  stimulating  effect  on  sentiment.  Other  factors  which  contributed 
to  the  same  result  were  the  evidences  of  an  early  and  active  buying 
movement  and  the  realization  that  the  cotton  yield  would  be  much 
less  than  that  of  1914.  Within  60  days,  prices  advanced  from  8  cents 
to  12  cents  per  poimd.  There  was  a  steady  movement  of  the  staple 
to  primary  markets,  the  price  of  cotton  seed  advanced  to  a  figure  that 
added  from  $20  to  $25  a  bale  to  the  farmer's  income,  and  compara- 
tively little  cotton  had  to  be  carried  by  banks  for  producers. 

OUBBENCY  MOVEMENT. 

The  fact  that  there  has  been  no  demand  for  inter-bank  rediscounts, 
and  that  the  autumn  season  has  passed  without  the  usual  strin- 
gency due  to  the  necessities  of  crop  moving,  point  conclusively  to 
the  benefits  derived  from  the  Federal  Reserve  System.  It  is  -quite 
true,  as  has  often  been  observed,  that  the  great  release  of  reserves 
imder  the  Federal  Reserve  Act  produced  an  unusual  ease  of  money 
the  country  over.  This  general  ease,  however,  would  not  of  itsetf 
have  solved  the  difficidty  of  crop  moving,  or  have  met  the  regu- 
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larly  recurring  currency  requirements  of  the  various  agricultural 
sections  of  the  country.  These  requirements  have  been  met  during 
the  present  year  without  the  great  movement  of  currency  that  has 
been  necessary  in  former  years,  and  at  a  very  greatly  reduced  cost 
to  the  commimity.  This  favorable  result  is  largely  due  to  the 
operation  of  the  national  clearance  system  conducted  by  the  Board 
by  means  of  the  gold  settlement  fund  at  Washington.  This 
fund  now  aggregates  about  SSO^OOO^OOO  and  since  the  beginning  of 
June,  when  it  was  inaugurated,  about  a  billion  doUars  have  been 
cleared  at  a  negligible  expense  of  a  thousand  dollars.  The  benefits 
derived  in  this  connection  are  a  conclusive  demonstration  of  the  merits 
of  the  reserve  system  in  disposing  of  one  of  the  Nation's  most  trouble- 
some and  most  discussed  financial  problems  of  former  years. 

FOBEIGN  BOKBOWING. 

In  the  course  of  the  year's  operations  the  Board  has  received 
many  inquiries  with  reference  to  its  attitude  toward  foreign  borrow- 
ing in  the  United  States,  and  its  policy  with  reference  to  the  obUgations 
of  foreign  governments.  The  subject  has  received  careful  attentioUi 
and  the  Board  has  reached  the  conclusion  that  its  province 
should  be  primarily  that  of  overseeing  the  regular  business  opera- 
tions of  the  Federal  Reserve  Banks  without  endeavoring  to  direct 
them.  It  has  further  reached  the  conclusion,  supported  by  com- 
petent legal  advice,  that  the  purpose  for  which  goods  are  sold  or 
exported,  or  the  use  to  which  such  goods  are  ultimately  put, 
does  not  fall  within  its  province  or  jurisdiction.  If  the  transac- 
tions which  have  given  rise  to  such  sales  or  shipments  are  of  a 
true  commercial  nature,  if  the  basis  upon  which  they  rest  is  such 
as  to  comply  with  the  requirements  of  the  Federal  Reserve  Act, 
and  if  the  maturity  of  the  loan  falls  within  the  limitation  of  the 
law,  then  the  paper  growing  out  of  them,  no  matter  by  whom  or 
for  what  drawn,  may  at  will  be  discoimted  by  Federal  Reserve 
Banks,  and  must  be  regarded  as  falling  within  the  legitimate  sphere 
of  their  operations.  The  Federal  Reserve  Act  makes  no  provision  for 
collateral  bond  or  stock  loans,  or  for  the  purchase  by  reserve  institu- 
tions of  foreign  governments'  obhgations.  Neither  such  obligations, 
therefore,  nor  loans  to  member  banks  based  thereon  are  eligible  as 
investments  for  Federal  Reserve  Banks.  The  operation  of  the  reserve 
system  is  a  matter  of  business  to  be  conducted  in  accordance  with 
the  terms  of  the  Reserve  Act  and  the  regulations  of  the  Board.  It  is 
not  the  province  of  the  Board  to  deal  with  problems  involving 
international  relationships  of  the  United  States,  either  for  the  pur- 
pose of  restricting  or  extending  exportations. 

The  eli^bility  of  paper  for  reserve  banks  is  determined  by  consid- 
erations which  are  as  valid  under  one  set  of  international  relation- 
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ships  as  another;  the  function  of  passing  upon  and  dealing  in  such 
paper  under  these  regulations  belongs  to  the  seyeral  reserve  banks. 
The  Board,  however,  believes  that  the  financing  of  the  country's 
export  trade  is  at  the  present  time  one  of  the  most  important  finan- 
cial problems  with  which  the  nation  has  to  deal;  and  it  is  of  the 
opinion  that  Federal  Eeserve  Banks  can  not,  even  if  thej  would, 
avoid  their  legitimate  and  proper  share  of  responsibility  of  assisting 
in  this  process  of  financing. 

STANDARDIZATION   OF  CX)MMEBCXAL  PAPER. 

The  belief  of  the  Board  that  the  Federal  Reserve  Banks  are  now 
in  position  to  render  efficient  service  in  the  event  of  stringency  is 
in  no  small  part  based  upon  the  response  of  member  banks  to  the 
efforts  of  the  Board  in  standardizing  and  tmifying  types  of  com- 
mercial paper  and  borrowing  practices.  It  was  a  current  remark 
when  the  Federal  Reserve  Act  was  under  consideration  that  member 
banks  would  find  but  little  of  the  kinds  and  maturities  of  paper  made 
eligible  for  rediscount.  Experience  has  shown  the  exaggerated  char- 
acter of  this  view,  but  it  has  also  shown  the  desirability,  not  to  say 
necessity,  of  securing  a  thorough  standardization  of  paper  in  order 
that  those  items  which  might  perhaps  be  open  to  technical  objections 
should  be  plainly  and  obviously  brought  within  the  requirements  of 
the  law,  and  in  order  that  member  banks  may  obtain  experience  and 
facility  in  carrying  through  rediscount  operations.  In  this  regard 
much  progress  has  been  made;  and  many  banks  which  believed  at  the 
opening  of  the  year  that  no  considerable  part  of  their  paper  would  be 
available  for  rediscount,  now  recognize  that  a  substantial  proportion  of 
it  either  is  already  eligible  or  may  easily  be  made  to  comply  with  the 
provisions  of  the  law.  With  the  aid  and  cooperation  of  Federal 
Reserve  Agents,  country  bankers  have  been  made  acquainted  not  only 
with  the  terms  of  the  Act,  but  with  the  Board's  regulations,  and  it  is 
believed  that  in  the  event  of  necessity,  the  flow  of  paper  to  Federal 
Reserve  Banks  for  discoimt  with  a  view  to  obtaining  additional 
accommodations  will  be  prompt  and  will  continue  steady. 

During  the  past  year  the  Board  has  held  many  conferences  for  the 
purpose  of  developing  a  better  understanding  of  the  duties  of  the 
Federal  Reserve  System  and  the  meaning  of  the  Federal  Reserve  Act, 
as  well  as  for  the  purpose  of  obtaining  advice  and  suggestions  regard- 
ing problems  that  were  before  it  for  solution  and  for  developing  uni- 
formity of  operations  upon  the  highest  basis  of  efficiency. 

The  regulations  of  the  Board  have  been  prepared  with  a  view' 
to  the  necessities  of  practically  every  part  of  the  coimtry,  including 
both  agricultural  and  city  constituencies,  and  there  is  now  no  reason 
why  prompt  and  ready  relief  should  not  be  rendered  at  any  time 
of  difficulty,  or  why  regular  relations  should  not  be  maintained 
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with  member  banks  desiring  accommodation  in  the  furtherance 
of  their  business.  It  will  be  possible  from  this  time  forward 
greatly  to  simplify  circulars  and  regulations  with  such  few  changes  in 
substance  as  may  be  needed.  At  the  present  moment  active  busi- 
ness relations  are  maintained  by  Federal  Reserve  Banks  with  a  sub- 
stantial number  of  member  banks  and  this  number  is  steadily  on 
the  increase.  The  reserve  banks  are,  in  short,  living  and  active 
members  of  the  banking  community,  and  not  only  have  done  a 
creditable  amoimt  of  business  thus  far,  incidentally  relieving  many 
strained  and  difficult  situations,  but  have  prepared  the  way  for  a 
very  much  larger  scope  of  activity  in  the  event  of  necessity.  Mean- 
time they  have  had  a  most  important  influence  in  securing  reason- 
able rat€6  for  rediscoimts  to  member  banks  from  their  correspondents. 
They  have  performed  both  an  educational  and  a  commercial  func- 
tion. In  the  further  and  progressive  development  of  their  reserve 
functions  under  the  Federal  Reserve  Act  they  have,  in  accordance 
with  the  terms  of  the  Act,  received  from  member  banks,  under 
date  of  November  16,  an  additional  installment  of  reserves,  amount- 
ing from  country  banks  to  one-twelfth,  and  from  reserve  city  banks 
to  one-fifteenth  of  their  total  required  reserves.  Some  member  banks, 
recognizing  the  wisdom  of  maintaining  the  reserve  institutions  in  as 
efficient  a  condition  as  possible,  have  already  adopted  the  practice  of 
keeping  with  their  reserve  bank  excess  balances  over  and  above  their 
minimum  required  reserves.  For  all  these  reasons  the  reserve  banks 
^find  thenoselves  in  much  stronger  position  than  they  were  a  year  ago, 
the  aggregate  of  their  gold  and  lawful  money  being  $345,260,000  on 
December  31,  as  against  $229,069,000  on  the  same  date  a  year  earlier. 
It  is  hoped  that  as  the  system  further  develops  member  banks  may, 
both  as  a  matter  of  convenience  to  themsdves  and  in  order  to 
strengthen  their  Federal  Reserve  Banks,  adopt  the  plan  of  keeping 
with  their  reserve  banks  larger  excess  balances. 

UNIFICATION  OP  BANKING. 

In  this  process  of  developing  the  reserve  power,  of  cultivating  good 
relations  with  member  banks,  of  educating  their  members  to  a  recog- 
nition of  the  true  theory  upon  which  the  reserve  system  is  founded, 
and  of  otherwise  carrying  on  the  laiger  purposes  aimed  at  by  the 
Federal  Reserve  Act,  the  Board  has  been  mindful  of  the  delicate  and 
important  duty  of  unifying,  so  far  as  possible,  the  banking  system 
of  the  country — a  duty  plainly  imposed  upon  it  by  the  provisions  of 
the  statute.  This  duty  has  presented  itself  in  two  ways — ^in  the 
broadening  of  the  power  of  national  banks  in  such  a  way  as  to 
afford  them  such  advantages  as  were  deemed  consistent  with  safety, 
and  in  the  admission  of  State  institutions  to  membership  in  the 
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reserve  system.  It  was  no  doubt  the  view  of  the  framers  of  the 
Federal  Reserve  Act  that,  because  of  the  admission  of  State  institu- 
tions to  the  full  advantages  of  the  law,  national  banks  should  be  in 
some  measure  compensated  by  the  granting  of  certain  auxiliary 
privileges — the  reduction  of  reserves  against  savings  accounts,  the 
extension  of  the  power  to  act  as  trustee,  executor,  administrator, 
etc.,  and  in  other  ways.  The  Board,  however,  deemed  it  essential 
that  such  grants  of  fiduciary  authority  should  be  made  only  to  those 
institutions  whose  past  record  and  present  condition  are  such  as  to 
furnish  evidence  of  their  worthiness  to  be  thus  recognized.  It 
has  instituted  careful  examination  into  the  condition  of  each 
institution  making  application  for  such  powers,  after  a  method 
fully  described  in  this  report,  and  has  not  scrupled  to  reject  the 
applications  of  many  banks  which,  although  in  a  sound  and 
solvent  condition,  were  not  considered  to  fulfil  the  several  re- 
quirements of  worthiness  from  a  fiduciary  standpoint. 

It  is  with  regret  that  the  Board  reports  that  its  action  in  thus  grant- 
ing the  powers  authorized  by  the  Federal  Reserve  Act  to  national  banks 
has  been  the  subject  of  much  criticism  and  opposition  on  the  part  of  a 
number  of  trust  companies  even  in  thosfi  States  in  which  trust  com- 
panies are  engaged  in  the  business  of  commercial  banking  in  direct 
competition  with  national  banks.  Suits  have  been  instituted  in  two 
or  more  States  to  test  the  constitutionality  of  section  11  (k)  and  to 
prevent  by  injunction  or  otherwise  the  exercise  of  the  powers  of 
trustee,  executor,  administrator,  and  registrar  of  stocks  and  bonds 
by  national  banks,  either  on  the  groimd  that  the  Act  is  unconstitu- 
tional or  that  the  exercise  of  these  powers  is  in  contravention  of  the 
laws  of  the  State  in  which  such  national  banks  are  located.  Advices 
have  been  received  that  similar  suits  will  be  brought  in  other  States. 
The  Board  has  authorized  its  counsel  to  intervene  in  these  cases;  to 
file  briefs  in  support  of  the  constitutionality  of  the  Act;  and  to  appear 
and  argue  the  questions  involved  when  this  course  is  deemed  nec- 
essary or  advisable.  Every  effort  will  be  made  to  obtain  an  early 
adjudication  of  this  important  question  by  the  Supreme  Court 
of  the  United  States. 

A  somewhat  similar,  although  less  marked,  situation  has  developed 
with  respect  to  savings  accoimts.  Under  regulations  carefully  de- 
veloped by  the  Board,  it  has  been  sought  to  Umit  the  mmiber  of 
accoimts  against  which  reduction  of  reserves  to  5  per  cent  has  been 
permitted  to  those  which  are  beyond  question  what  they  profess  to 
be,  the  reduction,  therefore,  involving  no  element  of  danger  to  the 
liquid  condition  of  the  banks.  Despite  this  care,  some  State  officials 
have  considered  it  their  duty  to  attempt  to  restrict  the  development 
of  the  savings  deposit  function  of  national  banks,  and  in  California 
this  attitude  has  been  carried  so  far  that  the  Board  has  recommended 
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to  tlie  local  Federal  Reserve  Bank  the  institution  of  injunction  pro- 
ceedings, designed  to  protect  the  righto  of  the  member  banks.  A 
similar  condition  of  affairs  exists  with  respect  to  the  other  branch 
of  the  process  of  unification — that  relating  to  the  admission  of  State 
banks  and  trust  companies  to  membership.  The  Board  has  neverthe- 
IcBS  deemed  it  wise  to  offer  to  all  eligible  State  institutions  the  utmost 
freedom  in  associating  themselves  with  the  system,  in  order  that 
there  might,  if  possible,  be  developed  a  uniform  banking  system 
embodying  as  large  a  proportion  as  possible  of  the  eligible  conmiercial 
banks  of  the  country  under  a  sin^e  general  oversight  for  the  same 
general  purposes — the  prevention  of  stringency  or  financial  difficiilty 
and  the  strengthening  and  enlargement  of  the  financial  resources  of 
the  country.  Af  terf  ull  investigation,  the  Board,  therefore,  decided  that 
State  banks  should  be  given,  subject  to  suitable  restrictioos,  the  pnvi- 
lege  of  withdrawalf  rom  the  system  at  their  own  option,  and  has  in  other 
ways  endeavored  to  facilitate  the  procesa  of  affiliation.  While  the 
attitude  of  State  banks  and  trust  companies  has  been  such  that  but 
32  have  been  admitted  to  membership,  84  others  have  become 
members  by  conversion  or  by  reorganization  as  national  banks 
during  1915.  This  number,  moreover,  includes  some  of  the  best 
institutions  in  the  country. 

It  is  an  unfortunate  fact  that  in  some  of  the  States  reserve  require- 
ments for  State  banks  and  trust  companies  have  been  materially 
lowered  by  l^islative  enactment  since  the  adoption  of  the  Federal 
Reserve  Act.    The  only  justification  for  the  reduction  of  the  reserve 
requirements  for  national  banks  is  the  fact  that  the  national  banks  are 
members  of  the  Federal  Reserve  System  and  that  the  Federal  Reserve 
Banks  hold  a  part  of  the  consoUdated  reserves  of  the  national  banks, 
and  are,  therefore,  in  position  to  come  immediately  with  all  of  their 
resources  to  the  support  of  the  national  banks  in  case  of  necessity 
or  emei^ency.    In  other  words,  the  entire  strength  of  the  Federal 
Reserve  System  is  substituted  for  the  reduced  reserve  requirement 
of  the  national  banks.    On  the  other  hand,  where  the  State  banks 
and  trust  companies  have  reduced  their  reserves  to  the  same  level  as 
the  national  banks  without  becoming  members  of  the  Federal  Re- 
serve System,  such  State  banks  and  trust  companies  have  not  avail- 
able to  them  the  strength  and  resources  of  the  Federal  Reserve 
Banks  as  a    substitute   for    t 
element  of  danger  in  our  banki 
the  reserves  of  the  State  banl 
more  vulnerable  in  times  of  em 
situation  might  arise  in  the  al 
companies  where  they  might  hi 
of  the  national  banks  and  the 
when  they  would  not  be  entitl 


14      ANNUAL  BEPOBT  OF  THE  FEDEBAL  BESEBVE  BOABD. 

tributed  to  the  strength  of  the  Federal  Reserve  System  by  taking 
membership  in  it.  The  Board  is  giving  serious  thought  to  this  ques- 
tion, and  to  the  action  that  may  be  taken  to  guard  against  the  conse* 
quences  of  this  situation.  In  the  meantime  the  Board  is  jBrmly  of  the 
opinion  that  the  States  themselves  should,  instead  of  permitting  a 
reduction  in  the  reserves  of  State  banks  and  trust  companies,  require 
them  to  maintain  reserves  higher  than  the  reserves  of  national  banks 
so  long  as  such  State  banks  and  trust  companies  do  not  become  mem- 
bers of  the  Federal  Reserve  System.  It  is  scarcely  necessary  to  say 
that  the  credit  resources  of  the  coimtry  would  be  greatly  euiarged  and 
strengthened,  with  corresponding  benefit  to  business  and  to  all  the 
people  of  the  coimtry,  were  the  State  banks  and  trust  companies  to 
be  joined  together  with  the  national  banks  in  the  homogeneous  and 
well-organized  banking  system  provided  by  the  Federal  Reserve  Act. 
It  would  be  deplorable  were  feelings  of  State  or  local  pride  to 
lead  any  of  the  States  into  "competition''  with  the  Federal  Reserve 
System  such  as  would  prompt  them  to  lower  their  own  banking 
standards  or  reserve  requirements  with  a  view  of  enabling  or  in- 
ducing State  banks  to  refrain  from  taking  membership  therein. 
The  Board  is  satisfied  that  State  banks  gain  in  safety  and  that  the 
States  sacrifice  none  of  their  prerogatives  or  powers  when  such 
banks  become  members  of  the  Federal  Reserve  System,  and  therefore 
expresses  the  hope  that  no  seeming  divergence  of  interest  will  be 
permitted  to  impede  the  establishment  of  higher  standards  of  banking. 

GLBABINGS   AND  COLLECTIONS. 

Section  16  of  the  Federal  Reserve  Act  made  general  provision  for 
the  establishment  of  a  system  of  clearance  of  checks  throughout  the 
United  States,  each  Federal  Reserve  Bank  being  required  to  act  as 
a  clearing  house  for  its  members  if  directed  by  the  Federal  Reserve 
Board,  while  the  Federal  Reserve  Board  was  authorized  to  clear  for 
the  reserve  banks  themselves. 

The  Board  had  from  the  first  recognized  its  duty  to  make  this 
provision  of  the  law  effective  as  fully  a^d  at  as  early  a  date  as  con- 
ditions would  permit;  and  in  its  first  report  spoke  of  this  as  ''one  of 
the  most  important  responsibilitied  with  which  it  is  charged  under  the 
Act."  So,  regarding  its  duty  in  this  particular,  it  undertook  early 
in  1915  the  preparation  of  a  general  circular  and  regulations  intended 
to  provide  for  the  clearing  of  checks  within  the  several  Federal 
reserve  districts,  while  it  also  took  under  advisement  the  establish- 
ment of  a  gold  settlement  fund  at  Washington  for  the  purpose  of 
clearing  obligations  between  Federal  Reserve  Banks.  The  latter  un- 
dertaking has  been  carried  to  a  successful  conclusion  and  the  gold 
settlement  fund  has  been  in  full  and  satisfactory  operation  since 
about  the  fiirst  of  June.    The  Board,  however,  had  not  advanced 
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far  with  its  work  relating  to  the  intradistrict  branch  of  the  clearance 
system  before  technical  and  other  difficulties  began  to  make  their  . 
appearance.  Many  banks,  both  city  and  country,  throughout  ther 
system  were  opposed  to  the  enforcement  of  the  provisions  of  the 
law  because  of  the  loss  of  exchange  charges  which  would  thereby 
be  entailed  upon  them.  Legal  questions  were  also  raised,  it  being 
argued  that  there  is  no  power  to  compel  a  member  bank  not  located 
in  a  Federal  Beserve  city  to  pay  or  have  charged  to  its  account  at 
the  Federal  Reserve  Bank  of  its  district  a  check  which  it  had  not 
seen  and  approved  prior  to  the  time  of  presentation  at  its  own 
counter.  For  the  purpose  of  ascertaining  the  Board's  powers  in 
this  connection  the  opinion  of  the  Attorney  General  has  been 
requested. 

While  the  Board  was  not  inclined  to  attach  undue  importance 
to  objections  based  upon  self-interest,  it  felt  that  it  must  take 
cognizance  of  all  legal  objections,  and  it  recognized  that  the  clearing 
question  was  essentially  a  reserve  problem  rather  than  a  tech- 
nical question  or  a  mere  matter  of  administration.  Inasmuch  as 
the  Federal  Reserve  Act  had  granted  a  period  of  three  years 
within  which  to  e£Fect  the  final  transfer  of  reserves  to  Fed- 
eral Reserve  Banks  (balances  with  correspondents  counting  as 
reserves  in  the  meantime),  there  was  a  certain  ground  for  ob- 
jection to  the  immediate  introduction  of  complete  clearance  at 
Federal  Reserve  Banks.  As  is  well  known,  reserve  balances  inK, 
some  reserve  cities  have  heretofore  been  used  for  the  purpose  of 
providing  for  exchange  and  collection  operations,  and  so  long  as 
this  function  on  the  part  of  city  correspondents  continued  there  was 
some  ai^ument  in  favor  of  deferring  any  compulsory  application  of 
par  clearance  at  the  reserve  banks.  Study  of  the  problem,  moreover, 
shows  that,  pending  the  time  when  State  banks  enter  the  system  in 
larger  numbers,  it  may  be  necessary  for  some  member  banks  to 
collect  and  clear  through  their  correspondents  in  reserve  cities. 

So  complex  was  the  situation  and  so  serious  the  difficulty  involved 
in  the  comptilsory  application  of  any  system,  however  carefully  con- 
ceived, that  the  Board  felt  it  would  be  well  if  member  banks  could 
be  brought  to  recognize  of  their  own  free  will  the  advantages  of  a 
general  and  nation-wide  clearing  system — ^advantages  which  would  ' 
inure  not  only  to  the  benefit  of  the  public  at  large,  but  ultimately  to 
the  direct  benefit  of  the  member  banks  themselves  from  the  purely 
business  standpoint.  It  therefore  took  under  favorable  consideration 
the  question  of  a  voluntary  clearing  system.  Both  the  difficulties  of 
a  compulsory  plan  and  the  probable  merits  of  a  voluntary  system  had 
been  strongly  represented  to  the  Board  by  the  governors  of  the  re- 
spective Federal  Reserve  Banks  who  at  various  meetings  had  thor- 
oughly canvassed  the  whole  situation.    Under  a  plan,  proposed  by 
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the  govemois,  which  in  most  districts  became  effective  during  June, 
1915y  provision  was  made  for  the  acceptance  at  par  by  the  Fed- 
eral Reserve  Bank  of  each  district  of  checks  drawn  upon  any 
member  bank  of  that  district  which  had  previously  assented  to  the 
provisions  of  the  scheme.    It  was  hoped  that  a  very  large  number  of 

I  member  banks  would  promptly  aflSliate  themselves  with  the  new  sys- 
tem of  clearing  and  that  the  natural  force  of  economic  competition 
would  ultimately  attract  to  it  those  who  at  first  might  hesitate. 

This  system,  as  already  stated,  became  operative  in  most  districts 
during  June,  1915.  Prior  to  this  whole  discussion,  however,  two  dis- 
tricts had  already  undertaken  the  appUcation  of  the  clearing  provi- 
rion  of  the  law.  Early  in  December,  1914,  district  No.  10  and  dis- 
trict No.  8  (Kansas  City  and  St.  Louis)  had  sought  and  obtained 
peimission  to  apply  to  their  members  a  complete  system  of  required 
clearing.  This  system  had  been  in  full  operation  in  both  districts 
prior  to  the  general  appUcation  of  the  voluntary  system.  Upon  the 
inauguration  of  the  latter  the  directors  of  the  Federal  Reserve  Bank 
of  St.  Louis  deemed  it  wise  to  offer  to  their  member  banks  the  option 
of  withdrawing  from  the  clearance  system  if  they  so  desired;  but  so 
successful  had  been  the  working  of  the  plan  that  comparatively  few 

V  retired,  about  80  per  cent  of  all  continuing  their  membership.  The 
^  Federal  Reserve  Bank  of  Kansas  City  continued  its  required  system 
as  before  for  the  benefit  of  all  its  member  banks,  numbering  950. 
As  about  365  banks  continued  their  membership  in  the  St.  Louis 
district,  a  total  of  approximately  1,300  was  included  in  the  clearing 
system  of  the  two  districts  in  question.  Outside  of  these  two  dis- 
tricts about  1,100  member  banks  voluntarily  affiliated  themselves 
with  the  clearing  system  within  a  short  time  after  its  inauguration, 
and  there  was  a  subsequent  net  inward  movement  of  about  50  addi- 
tional members,  making  approximately  1,150  banks  which  of  their 
own  free  will  have  assented  to  the  volimtary  clearing  plan.  This  is 
considerably  less  than  25  per  cent  of  the  institutions  eligible  for  mem- 
bership, and  the  proportion  has  been  so  small  as  to  prove  a  severe 
disappointment  to  those  who  had  confidently  expected  that  the  fore- 
sight and  enlightened  self-interest  of  the  member  banks  would  speedily 
accomplish  the  desired  result.  Some  progress  has  been  made  throiigh 
the  action  of  the  banks,  both  member  and  nonmember,  in  improving 
exchange  conditions  and  in  providing  for  the  clearance  of  country 
checks  at  points  where  this  practice  has  never  before  prevailed; 
but  in  the  main  comparatively  small  advance  has  thus  far  been  made 
in  rendering  effective  the  provisions  of  the  law  requiring  the  stand- 
ardization of  exchange  and  clearance  practices.  This  slowness  is 
largely  due  to  the  failure  of  jobbers  and  merchants  to  appreciate 
the  advantages  of  the  clearance  system  and  to  enlarge  its  membera^ 
by  insisting  that  their  own  banks  join  and  cooperate  in  the  plan.    iSfl^. 
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subject  has  recently  been  reopened  at  the  conferences  between  the 
governors  of  the  Federal  Reserve  Banks,  the  Federal  Reserve  Agents, 
the  transit  managers  of  the  reserve  banks,  and  the  Board  itself,  with 
a  view  to  extending  the  present  system  not  only  in  the  several  districts 
themselves  but  as  between  the  various  districts.  For  many  years  it 
has  been  lawful  for  banks  to  count  as  reserves  deposits  with  other 
banks.  It  was  never  the  intention  of  the  Federal  Reserve  Act  that 
member  banks  should  contmue  the  maintenance  of  these  reserve 
accounts.  On  the  contrary,  the  full  meaning  of  the  Act  is  manifestly 
opposed  to  such  an  idea.  It  is  the  plain  conception  of  the  Act  that^ 
the  reserve  banks  should,  to  a  very  large  extent,  if  not  entirely,  per- 
form the  work  that  is  now  being  done  by  correspondent  banks  in  this) 
respect.  This  means  that  the  reserve  balances  to  be  carried  in  the 
future  by  the  reserve  banks  instead  of  by  the  correspondent  banks 
should  serve  as  the  basis  for  a  system  of  clearing  and  collecting  the 
exchanges  of  the  country.  Whatever  can  be  done  to  bring  about 
the  prompt  and  effective  use  of  this  new  system  of  bank  settlement 
will  be  done. 

ISSUE   OF  NOTES. 

During  the  year  1915  the  circulation  of  Federal  Reserve  notes  has 
increased  to  $188,817,000  as  of  December  31,  1915.  Believing  that 
the  country  should  be  prepared  against  any  contingency,  the  Board 
had  authorized  the  printing  of  about  $700,000,000  of  these  notes. 
Almost  one-quarter  of  the  total  supply  printed  has  been  placed  in 
circulation.  OnDecemberSl,  1915,however,only$16,675,000of  notes 
secured  by  commercial  paper  pledged  with  the  Federal  Reserve  Agents 
was  outstanding  as  an  obligation  of  the  Federal  Reserve  Banks.  The 
liabihty  of  the  Federal  Reserve  Banks  as  to  the  remainder  has 
been  discharged  by  the  deposit  with  the  Federal  Reserve  Agents  of 
a  like  amount  of  gold  and  lawful  money.  This  residt  has  been 
achieved  by  the  Federal  Reserve  Banks  in  responding  to  requirements 
for  currency  by  issuing  Federal  Reserve  notes  rather  than  by  parting 
with  gold.  While  the  gold  pledged  with  the  Federal  Reserve  Agents 
represents  a  very  valuable  protection  in  case  of  a  substantial  demand 
for  gold,  it  must  be  observed  that  the  process  is  expensive  without, 
at  the  same  time,  giving  to  the  Federal  Reserve  Banks  that  addi- 
tional strength  and  lending  power  which  they  would  secure  in  case 
the  law  were  amended  so  that  the  Federal  Reserve  Banks  would 
remain  liable  for  the  outstanding  notes,  but,  on  the  other  hand, 
would  retain  property  title  to  the  gold  deUvered  to  the  Federal 
Reserve  Agento,  which,  in  that  case,  would  not  be  paid  in  to  extin- 
guish the  liability  upon  the  notes  but  would  be  deposited  as  collat- 
eral aecmjir  agftinst  them. 

is  made  to  this  subject  under  the  head  of  amend- 
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BBAN0HE8  AND   AGENCIES. 

The  question  of  branches  of  Federal  Reserve  Banks  has  received 
careful  attention  during  the  past  year.  There  has  been  intimation 
from  several  quarters  that  the  establishment  of  a  branch  at  a  given 
point  would  be  acceptable  to  the  banks  of  that  place.  Only  in  one 
instance — that  of  New  Orleans — did  the  Board  receive  a  definite 
request  from  a  Federal  Reserve  Bank  to  establish  a  branch.  Believ- 
ing that  New  Orleans  and  the  adjacent  territory  could  make  advan- 
tageous use  of  this  additional  banking  machinery,  the  Board  author- 
ized the  establishment  of  a  branch  of  the  Federal  Reserve  Bank  of 
Atlanta  to  be  located  in  New  Orleans,  and  this  branch  was  opened 
for  business  on  September  10.  Operations  at  the  New  Orleans  brandi 
have  proceeded  satisfactorily,  and  the  institution  has  been  of  con- 
siderable use  to  the  local  banks.  The  branch  is  already  more  than 
self  supporting. 

Investigation  and  experience  have  seemed  to  show  that,  at  least 
for  some  years  to  come,  the  organization  of  branches  with  com- 
pletely equipped  offices,  vaults,  and  the  like,  and  with  a  full  staff  of 
salaried  officials,  will  be  too  heavy  an  expense  for  most  of  the  reserve 
banks,  yet,  that  valuable  service  coidd  be  performed  by  local  offices 
of  the  several  banks  in  not  a  few  places.  The  Board  has,  there- 
fore, had  imder  consideration  the  question  whether  establishing  local 
agencies  might  not  meet  the  requirements  of  the  case  better  than 
the  more  fully  organized  branch  office.  Competent  legal  opinion  is 
to  the  effect  that  the  creation  of  such  local  offices  is  permissible  under 
the  terms  of  the  law,  and  the  Board  beUeves  that  it  may  prove  prac- 
ticable to  meet  banking  necessities  in  many  sections  of  the  country 
by  this  means. 

CHANOES    IN    DISTRICTS. 

Practically  as  soon  as  it  was  organized  the  Board  received  appli- 
cations from  various  cities  and  districts  asking  for  changes  in  the 
adjustments  that  had  been  made  by  the  Organization  Committee^ 
tmder  the  Board's  general  power  to  review  the  findings  of  that  body. 
As  set  forth  in  its  first  report,  it  appointed  dates  for  the  hearing  of 
each  case,  and  on  May  4  it  annoimced  decisions  readjusting  the 
boundaries  between  the  second  and  third,  the  boimdaries  between  the 
fourth  and  fifth,  and  the  boundaries  between  the  tenth  and  eleventh 
districts.  The  details  of  this  action  are  stated  in  Exhibit  M. 
The  appeals  presented  by  the  cities  of  Pittsburgh  and  Baltimore, 
which  regarded  their  claims  to  designation  as  the  site  of  a  reserve 
bank  as  superior  to  the  cities  of  Cleveland  and  Richmond,  respec- 
tively, were  not  finally  disposed  of,  the  Board  feeling  that  further 
experience  would  be  necessary  in  order  to  reach  an  intelligent  con- 
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elusion  regarding  this  whole  matter.  Later  requests  were  received 
from  certain  banks  in  Louisiana  for  transfer  from  the  Dallas  to  the 
New  Orleans  district,  by  certain  banks  in  Connecticut  for  transfer 
from  the  Boston  to  the  New  York  district,  and  by  certam  other  banks 
in  southern  Wisconsin  for  transfer  from  the  Minneapolis  to  the  Chicago 
district.  Believing  that  the  subject  ought  not  to  be  delayed  indefi- 
nitely, full  consideration  was  given  to  it  during  the  months  of  October 
and  November  by  a  special  committee  of  the  Board,  and  the  question 
was  considered  whether  a  reduction  in  the  nimiber  of  reserve  banks 
was  not  desirable  and  whether,  if  desirable,  it  might  not  be  made  in 
such  a  manner  as  incidentally  to  settle  the  various  pending  appeals. 
Further  consideration  of  this  subject  was  suspended,  in  view  of 
an  opinion  rendered  by  the  Attorney  General  of  the  United  States 
on  November  22,  wherein  it  was  held  that  the  Board  possessed 
no  power  to  reduce  the  number  of  Federal  Reserve  Districts.  The 
question  what  action  to  take  on  appeals  still  pending  must,  therefore, 
be  considered  in  the  light  of  this  opinion,  which  has  materially 
changed  some  of  the  aspects  of  the  case.  A  further  opinion  has  been 
asked  as  to  whether  the  Board  has  power  to  change  the  location  of  a 
Federal  Reserve  Bank  within  a  district. 

OPERATION  AND  EXPENSES. 

Meantime  the  experience  already  secured  in  the  operation  of  Fed- 
eral Reserve  Banks  has  thrown  much  light  both  upon  the  conditions 
of  their  operation,  the  problems  they  will  have  to  meet,  and  the  cost 
to  which  they  will  be  subjected  in  doing  business.  Due  to  the  con- 
ditions prevailing  during  the  past  year,  as  already  set  forth,  the 
reserve  banks  as  a  unit  have  done  little  more  than  to  provide  for 
their  current  expenses.  The  complete  tabular  statement  of  income 
and  outgo,  furnished  on  pages  87-95,  shows  that  the  current  expenses 
for  1915  have  been  covered  and  in  addition  a  sum  of  $639,881  real- 
ized. The  condition  of  the  banks  as  income  producers  is  not,  how- 
ever, imiform,  nor  should  their  usefulness  be  gauged  by  their  earning 
capacity.  As  will  be  seen  from  the  statement  in  question,  in  the 
case  of  the  Richmond  bank  the  excess  of  earnings  over  current 
expenses  for  the  past  calendar  year  was  $233,331,  or  over  8  per  cent 
of  the  average  paid-in  capital,  while  in  the  case  of  nine  other  banks 
these  excesses  varied  from  less  than  $4,000,  or  a  fraction  of  1  per 
cent,  to  $137,336,  or  over  6.5  per  cent  of  the  paid-in  capital.  Two 
banks  are  shown  to  have  declared  dividends.  There  are  still  two 
institutions  which  during  the  past  year  have  not  fully  covered  their  cur- 
rent expenses,  although  such  deficiency  is  of  relatively  small  amount. 
The  Board,  in  submitting  this  tabular  statement  of  earnings  and 
expenses,  feels  warranted  in  expressing  the  conviction  that  the  system, 
as  a  whole,  has  been  economically  and  efficiently  operated.    In 
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order  that  the  fullest  information  may  be  afforded  concerning  the 
conditions  obtaining  in  each  of  the  banks,  there  is  submitted  the 
complete  salary  roll  of  each  institution,  as  well  as  an  estimate,  in  round 
numbers,  of  the  expense  and  dividend  requirements  of  the  several  insti- 
tutions. An  inspection  of  the  detailed  salary  rolls  in  comparison  with 
the  salaries  for  bank  officers  and  employees  in  the  several  reserve  cities 
will  show  that  Federal  Reserve  Banks  have  been  operated  upon  what  is 
practically  an  ordinary  commercial  basis  in  so  far  as  relates  to  expenses, 
the  only  criticism  that  might  reasonably  be  made  being  apparently 
that  certain  of  the  institutions  were  slightly '^ overstaffed"  at  the 
beginning;  that  is  to  say,  had  in  their  employ  a  rather  disproportion- 
ate number  of  officers  of  the  higher  class  and  salary  rating.  This 
difficulty  of  organization  could  not  be  avoided,  in  view  of  the  uncer- 
tainty regarding  the  volume  of  business  to  be  developed  by  the  several 
banks  and  the  possibiUty  that  at  any  time  conditions  might  be  such 
as  to  require  a  large  and  rapid  expansion  of  the  operations  of  the 
several  institutions.  The  Board,  therefore,  believes  that  the  institu- 
tions have  been  fulfilling  their  duty  efficiently  and  satisfactorily  in 
the  face  of  a  difficult  international  financial  situation;  and  looks 
confidently  forward  to  a  material  enlai^ement  of  operations  in  the 
near  future,  in  the  natural  course  of  events. 

''Regulation  in  ordinary  times  as  well  as  protection  in  extraor- 
dinary times"  was  the  principle  laid  down  by  the  Board  in  its  first 
annual  report  for  defining  the  general  scope  of  activities  of  the  Federal 
Reserve  Banks.  The  conditions  of  the  last  year,  however,  have 
happily  not  been  such  as  to  call  for  the  exercise  of  the  emergency 
function  of  the  reserve  banks  nor  have  they  been  such  as  to  call  for 
much  regulative  action  on  the  part  of  the  banks.  Speaking  by  and 
large  of  the  situation  in  the  midst  of  which  the  reserve  banks  have 
found  themselves  during  the  first  year  of  their  existence,  it  has  been 
one  of  such  ease  and  quiescence  as  not  to  call  for  much  activity  on 
the  part  of  the  reserve  banks  except  in  a  few  districts,  but  the  expe- 
rience gained  has  confirmed  the  Board  in  the  conclusion  expressed  a 
year  ago  that  "normally  a  considerable  proportion  of  their  resources 
should  always  be  kept  invested  in  order  that  the  release  or  with- 
drawal from  active  employment  of  their  banking  fimds  may  exercise 
a  beneficial  influence,"  and  that  "to  influence  the  market  a  reserve 
bank  must  always  be  in  the  market."  The  events  of  the  year  also 
seem  to  make  clear  that  in  all  except  unusual  years  it  may  be  expected 
that  the  proportion  of  their  resources  which  the  reserve  banks  will 
have  to  keep  loaned  or  invested  in  oider  to  exercise  a  proper  regu- 
lative effect  upon  the  market  or  will  be  able  to  invest  through  opera- 
tions in  the  open  market  as  such  a  market  develops,  will  produce 
earmngs  sufficient  for  dividend  purposes  as  well. 
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OFEBATION8  OF  THE  BOABD. 

The  Board's  own  internal  oi^anization  has  not  been  materially 
changed  since  its  first  report.  Various  divisions  whose  organization 
was  then  outlined  have  continued  in  operation.  Two  (those  of  cor- 
respondence and  mail  and  files)  have  been  consolidated  with  the  sec- 
retary's office.  Only  very  slight  changes  in  the  personnel  or  si/^e  of 
the  staff  have  been  effected.  At  present  the  actual  cost  of  condut1>- 
ing  the  work  of  the  Federal  Reserve  Board,  including  members'  sala- 
ries and  the  total  payments  to  the  staff  in  Washington,  as  well  as 
the  examining  corps,  is  about  $18,000  per  month.  So  far  as  can  be 
judged,  this  sum  is  not  likely  to  vary  much  in  the  near  future,  ex- 
cept in  so  far  as  it  may  be  increased  by  the  added  cost  of  examining 
State  banks  which  may  join  the  system,  should  such  action  be  neces- 
sary, or  by  the  growth  of  the  statistical  department. 

The  Board  has  f orebome  to  enter  into  a  multitude  of  details  con- 
cerning its  work  which  might  prove  of  interest  and  importance.  Full 
information  with  regard  to  the  year's  operations  has  been  afforded  in 
the  Federal  Reserve  Bulletin,  which  is  now  published  monthly  and 
in  which  is  given  a  complete  account  of  the  operations  of  the  Board 
as  they  are  developed.  FuU  statistical  data  and  complete  detailed 
reports  for  each  of  the  Federal  reserve  districts  are  presented  in 
exhibits  hereto  attached,  and  a  complete  file  of  the  Bulletin  is 
herewith  transmitted. 

PBOPOSED  AMENDMENTS. 

A  year's  experience  in  the  operation  of  the  Federal  Reserve  Act 
has  confirmed  the  Board  in  its  profound  conviction  that  the  Act  has 
been  one  of  the  most  beneficial  pieces  of  legislation  ever  adopted  by 
Congress.  Not  only  have  its  fimdamental  principles  been  fully  vin- 
dicated but  in  most  details  the  working  of  the  measure  has  been  suc- 
cessful. The  Act,  however,  is  a  progressive  piece  of  legislation  and 
creates  new  conditions  as  the  result  of  its  own  operation.  Modifica- 
tion in  its  terms  growing  in  part  out  of  these  new  conditions  will 
subsequently  be  required  from  time  to  time. 

For  the  present  the  Board  presents  the  following  suggestions  for 
amendments  to  the  Act: 

(1)  In  addition  to  powers  now  possessed  in  this  connection  by 
Federal  Reserve  Banks  and  national  banks,  the  latter  should  be 
permitted  to  subscribe  for  and  hold  stock  in  banks  organized  for  the 
special  purpose  of  doing  a  banking  business  in  foreign  countries. 

(2)  With  the  approval  of  the  Federal  Reserve  Board  the  issue  of 
Federal  Reserve  notes  to  Federal  Reserve  Banks  should  be  per- 
mitted either  against  the  deposit  of  an  equal  amount,  face  value,  of 
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notes,  draftBy  bilb  of  exchange,  and  bankers'  acceptances  acquired 
by  Federal  Beserre  Banks  under  sections  13  and  14  of  the  Act,  or 
of  gold,  or  of  both,  provided,  however,  that  gold  so  deposited  with  a 
Federal  Reserve  Agent  shall  connt  as  part  of  the  reserve  required  by 
the  Act  to  be  maintained  by  the  bank  against  snch  notes  outstanding. 

(3)  The  acceptance  system,  provision  for  which  is  made  in  foreign 
trade  operations  by  the  Federal  Reserve  Act,  should  be  extended  to 
the  domestic  trade  in  so  far  as  relates  to  documentary  acceptances 
secured  by  shipping  documents  or  warehouse  receipts,  covering  readily 
marketable  commodities  or  against  the  pledge  of  goods  actually  sold. 

There  can  be  but  little  question  of  the  safety  of  such  acceptances, 
and  their  use  will  tend  to  equalize  interest  rates  the  country  over 
and  help  to  broaden  the  discount  market. 

(4)  Permission  should  be  granted  to  national  banks  to  establish 
branch  offices  within  the  city,  or  within  the  county,  in  which  they 
are  located. 

(5)  In  order  to  enable  member  banks  to  obtain  prompt  and  eco- 
nomical accommodations  for  periods  not  to  exceed  fifteen  days,  the 
Federal  Reserve  Banks  should  be  permitted  to  make  advances  to 
member  banks  against  their  promissory  notes  secured  by  such  notes, 
drafts,  bills  of  exchange,  and  bankers'  acceptances  as  the  law  at 
present  permits  to  be  rediscounted  or  purchased;  or  against  the 
deposit  or  pledge  of  United  States  Government  bonds,  the  purchase 
of  which  is  now  permitted  imder  the  law. 

(6)  The  Board  furthermore  recommends  that  the  power  of  national 
banks  to  make  loans  on  farm  lands  as  provided  in  section  24  be 
extended  so  as  to  permit  any  national  bank  not  situated  in  a  central 
reserve  city  to  make  loans  secured  by  improved  and  unencumbered 
farm  land  situated  within  its  Federal  Reserve  district,  or  within  a 
radius  of  100  miles  from  the  place  in  which  such  bank  is  located, 
irrespective  of  district  lines.  It  also  recommends  that  the  powers  of 
national  banks  be  further  extended  to  permit  any  such  bank  to  make 
loans  on  any  improved  and  unencumbered  real  estate  located  within 
100  miles  of  the  place  in  which  such  bank  is  located,  irrespective  of 
district  lines;  provided,  however,  that  the  aggregate  of  farm  land 
loans  and  other  real  estate  loans  made  by  any  national  bank  shall 
not  exceed  25  per  centum  of  its  capital  and  surplus  or  one-third  of 
its  time  deposits;  and  provided  further,  that  no  such  real  estate  loan, 
as  distinguished  from  a  farm  land  loan,  shall  exceed  a  period  of  one 
year  nor  exceed  60  per  centum  of  the  actual  value  of  the  property 
offered  as  security. 

It  is  believed  that  the  enactment  of  these  amendments  will,  besides 
enlarging  the  usefulness  of  the  national  banks,  result  in  greatly 
strengthening  the  operation  of  the  Federal  Reserve  Act,  and  more 
completely  realize  the  purposes  of  .its  framers.    The  text  of  the 
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amendments  designed  to  cany  out  these  recommendations  will  be 
submitted  by  the  Board  at  an  early  date.  The  Board  has  imder 
consideration  other  suggestions  for  amendments  to  the  Federal  Re- 
serve Act  concerning  which  no  conclusions  have  yet  been  reached, 
and  regarding  which  the  Board  will  take  occasion  to  submit  it&  views 
to  the  Congress  at  an  appropriate  time  in  the  future. 

W.  G.  McAdoo,  C,  S,  Hamlin,  Governor. 

Secretary  of  the  Treasury,  F.  A.  Delano,  Vice  Governor. 

Chairman.      P.  M.  Waeburg. 
John  Skelton  Whxiams,  W.  P.  G.  Habdino. 

Comptroller  of  the  Currency.  A.  C.  Milleb. 

Members,  Federal  Reserve  Board. 
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Exhibit  A.-^DISCOUNT  RATES. 


Changes  in  discount  rates  during  calendar  year  1916. 
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H 

5 

Ctovaland.... 

5 

Richmond.... 

M 

5 

5 

Atlanta 

H 

' 

5 

K 

Chicago 

5 

R 

St.  Louis 

5i 

5 

5 

Minneapolia . . 

M 

5 

R 

KannaCitjr.. 

H 

5 

A 

Dallaa 

61 

5 

4i 

4 

BaaFranolsoo. 
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Changes  in  diaeount  rates  during  calendar  year  1915 — Continued. 

TRADE  ACCEPTANCES  KATURINO  WITHIN  90  DAYS. 


July. 
22 

Aog. 

Sept 

Oct. 

Dec. 
16 

In 
force 
Jan. 

1, 
1916. 

5 

13 

14 

15 

20 

23 

24 

7 

15 

Boston 

3i 

81 

New  York 

3i 

•» 

84 

Philadelphia 

3 

3 

Ctoveland 

Ji3i 
1*4 

f    »8i 

1    ** 

f    i3i 

1    *< 

84 

Kfidunond 

J     »3i 

* 

AtbBtn  ... 

^  ^ 

'3* 

3i 

(*) 

New  Orleans  brch. 

3t-4 

ChlfMn> - 

Bi.Loais 

»3J 

>3i 

IffaMMBpoUs 

"• 

KaiMmff  THy 

> 

34 

P^IVuf 

P3i 

j>3 
l«3i 

\   *3i 
I   *4 

I   *' 
I  |34 

Ban  TnnciKo 

••*«•« 

\ 

» 

1  Bate  for  trade  aoceptanoes  maturing  wiUiin  60  days. 

•  Bate  for  trade  acoeptanoes  after  60  but  within  90  days. 

•  A  rate  of  2  to  4  per  oent  for  bills  with  or  without  nkember  bank's  Indorsement  made  eflectiTeDeoeni> 
ber37,1915. 

« A  rate  of  31  to  4  per  oont  for  trade  aoceptanoes,  bought  in  the  open  market  wlthont  member  banks' 
Indorsement  was  made  effective  in  the  New  Orleans  district  on  December  16. 

COMMODITY  PAPER  MATURING  WITHIN  SIX  MONTHS. 


Sept. 

Oct. 

m 

force 
Jan. 

19k 

4 

8 

14 

15 

23 

24 

27 

4 

Boston 

»3| 

^84 

New  York       

"■ 

Phffidi»1nhM& 

>3 

<8 

Cleveland ...               

13 

^8 

Atlanta  .                    

3 

3 

Chicago                        , 

fitLoois.  -.                

3 

3 

If  (•ni'tA^poIis 

3 

3 

8 

Kanrnft  CItv 

s 

pallM 

3 

8 

Ban  Francisco 

(«) 

(«) 

1  Rate  for  commodity  paper  maturing  within  90  days. 

s  34  per  oent  for  commodity  paper  maturing  within  30  days;  4  per  oent  for  commodity  paper  maturing 
after  80  but  within  60  days;  44  per  cent  for  commodity  paper  maturing  after  60  but  within  90  days;  5  per 
oent  for  commodity  paper  maturing  after  90  days. 

NoTB.— Rate  for  bankers'  acoeptanoes,  2-4  per  oent.  On  March  10  the  Federal  Reserve  Board  fixed  the 
following  rates  for  rediscounts  between  Federal  Reserve  Banks:  34  per  oent  fcr  paper  maturing  within 
80  days;  4  per  cent  for  paper  maturing  after  30  but  within  90  days. 
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Statement  of  Federal  Reserve  notes  by  denominations,  printed,  shipped  to  Federal  Reserve 

Agents,  and  on  hand  in  reserve  vault,  Dec,  31,  1915. 


Bank. 

Ptvea. 

Tens. 

Twentiee. 

Fifties. 

Hundreds. 

Total 

Boston: 

Printed 

818,000,000 
5,080,000 

813,600,000 
5,920,000 

16,800,000 
1,760,000 

12,200,000 
1,600,000 

84,400,000 
2,000,000 

$45,000,000 
16,360,000 

Shipped. 

On  hand 

12,020,000 

7,680,000 

5,040,000 

600,000 

2,400,000 

28,640,000 

New  York: 

Printed 

107,960,000 
36,600,000 

120,000,000 
45,520,000 

51,040,000 
15,620,000 

6,000,000 
2,200,000 

8,000,000 
6,400,000 

302,000,000 
106,240,000 

ShiDoed 

On  hand 

71,360,000 

83,480,000 

35,520,000 

3,800,000 

1,600,000 

195,760,000 

Philadelphia: 

Printed 

20,000,000 
5,400,000 

15,000,000 
4,680,000 

7,200,000 
2,400,000 

2,600,000 

5,200,000 

50,000,000 
12,480,000 

Shipped. 

On  hand 

14,600,000 

10,320,000 

4,800,000 

2,600,000 

5,200,000 

37,520,000 

Cleveland: 

Printed 

17,680,000 
2,480,000 

15,120,000 
3,520,000 

10,000,000 
4,800,000 

2,400,000 
1,000,000 

4,800,000 
800,000 

50,000,000 
12,600,000 

Shipped. 

On  hand 

15,200,000 

11,600,000 

5,200,000 

1,400,000 

4,000,000 

37,400,000 

Richmond: 

Printed 

10,000,000 
4,800,000 

10,400,000 
4,880,000 

5,680,000 
4,720,000 

3,400,000 
1,800,000 

2,400,000 
800,000 

• 

31,880,000 
17,000,000 

ShlDned 

On  hand 

5,200,000 

5,520,000 

960,000 

1,600,000 

1,600,000 

14,880,000 

Atlanta: 

Printed 

10,800,000 
6,400,000 

7,000,000 
7,000,000 

4,800,000 
4,800,000 

1,400,000 
1,200,000 

2,000,000 
1,200,000 

26,000,000 
20,600,000 

Shipped. 

On  hand 

4,400,000 

200,000 

800,000 

5,400,000 

Chicago: 

Printed 

24,000,000 
7,780,000 

18,040,000 
200,000 

8,960,000 
800,000 

3,000,000 
200,000 

6,000,000 
400,000 

60,000,000 
0,380,000 

ShiDDed. 

»j-m»myffV\M»  ••••.............. 

On  hand 

16,220,000 

17,840,000 

8,160,000 

2,800.000 

5,600,000 

50,620,000 

St.  LoQis: 

Printed 

11,960,000 
4,360,000 

8,960,000 
2,840,000 

4,480,000 
2,000,000 

1,400,000 
400,000 

3,200,000 

30,000,000 
9,600,000 

Shipped 

On  hand 

7,600,000 

6,120,000 

2,480,000 

1,000,000 

3,200,000 

20,400,000 

Minneapolis: 

Printed 

14,000,000 
7,640,000 

8,160,000 
6,480,000 

5,040,000 
4,080,000 

800,000 
400,000 

2,000,000 
400,000 

30,000,000 
19,000,000 

Shipped 

"■""Kr"^**"*  ••*•.•••••■»----- 

On  hand ........ 

6,360,000 

1,680,000 

960,000 

400,000 

1,600,000 

11,000,000 

Kanaaa  City: 

Printed 

8,000,000 
8,000,000 

6,160,000 
5,160,000 

3,040,000 
2,240,000 

800,000 
600,000 

2,000;  000 

20,000,000 
16,000,000 

Shipppd 

On  hand , 

1,000,000 

800,000 

200,000 

2,000,000 

4,000,000 
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Statement  of  Federal  Reserve  notes  by  denominations ^  printed,  shipped  to  Federal  Reserve 
Agents,  and  on  hand  in  reserve  vault,  Dec.  SI,  1915 — Continued, 


Bank. 

Fives. 

Tens. 

Twenties. 

Fifties. 

Hundreds. 

Total. 

Dallas: 

Printed 

$9,200,000 
5,000,000 

$7,000,000 
6,360,000 

$5,760,000 
5,520,000 

$1,400,000 
1,400,000 

$1,600,000 
400,000 

S24,9G0,0Q0 

Shipped 

19,580,000 

f>n  hand . .  -  t  ^ 

3,300,000 

640,000 

240,000 

1,200,000 

5,380,000 

San  Francisco: 

Printed 

14,000,000 
4,160,000 

10,600,000 
2,760,000 

5,200,000 
1,680,000 

1,600,000 
600,000 

3,600,000 
2,000,000 

35,000,000 

Shipped 

11,200,000 

On  hand 

9,840,000 

7,840,000 

3,520,000 

1,000,000 

1,600,000 

23,800,000 

VAULT  BALANCE,  DEC.  31,  1915. 

Total  printed 

1265,600,000 
98,600,000 

$249,040,000 
95,320,000 

$118,000,000 
50,320,000 

$27,000,000 
11,400,000 

$45,200,000 
14,400,000 

$704,840,000 

Total  shipped 

270,040,000 

Total  on  hand. . 

167,000,000 

153,720,000 

67,680,000 

15,600,000 

30,800,000 

434,800,000 

Federal  Reserve  notes  by  denominations  issued  through  the  Federal  Reserve  Agents  to  the 
banks,  also  the  amounts  retired  and  outstanding,  Dec.  31,  1915. 


Bank. 

Fives. 

Tens. 

Twenties. 

Fifties. 

Hundreds. 

Total. 

Boston: 

Issni^.... 

$3,620,000 
260.000 

$4,680,000 
210,000 

$640,000 

$600,000 
10,000 

$080,000 
20,000 

$10,520,000 
500,000 

Retired 

3,360,000 

4,470,000 

640,000 

890,000 

960,000 

10,020,000 

New  York: 

Issued 

35,600.000 

36,160,000 

12,080,000 
800,000 

1,600,000 

4,800,000 

90,210,000 
800,000 

Retired 

35,600,000 

36,160,000 

11,280.000 

1,600,000 

4,800,000 

89,440,000 

Philadelphia:    ' 

Issued --rr r 

3,840,000 
529,000 

3,880,000 
111,000 

2,080,000 

9,800,000 
640.000 

Retired 

3,311,000 

3,769,000 

2,080,000 

9,160,000 

Cleveland: 

Issued 

2,120,000 
35,000 

3,280,000 
25,000 

4,400,000 
20,000 

750,000 

530,000 

11,080,000 
80,000 

Retired 

Outflftanding. . .  - 

2,085,000 

3,255,000 

4,380,000 

750,000 

530,000 

11,000,000 

Richmond: 

Issued.... 

4,690,000 
110,000 

4,990,000 
200,000 

4.680,000 
340,000 

1,650,000 
260.000 

670,000 
140,000 

16,680.000 
1,050,000 

Retired 

4,580,000 

4,790,000 

4,310,000 

1,390,000 

530,000 

]5,6.-iO,000 
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Federal  Reserve  notes  by  dencminatWM  issued  through  the  Federal  Reserve  Agents  to  the 
hcmks,  also  the  amounts  retired  and  outstanding  y  Dec.  SI,  1915 — Continued. 


Banks. 

Fives. 

Tens. 

Twenties. 

Fifties. 

Hundreds. 

Total. 

Attanta: 

Imffd 

•4,480,000 
200,000 

17,011,000 
291,000 

85,660.000 
850.000 

$840,000 
355,000 

$1,245,000 
520,000 

$21,226,000 
2,276,000 

lUtJnd 

Ontiitanding 

6,220,000 

6,720,000 

4,800,000 

485,000 

725,000 

18,950,000 

ChlcBgo: 

lOBIMd. 

8,540,000 
760,000 

200.000 

800,000 

200,000 

400,000 

5,140,000 
760,000 

RMirad 

2,780.000 

200,000 

800,000 

200,000 

400,000 

4,380,000 

8t.Txnia: 

Iflmifid -.,,,     

4,197,000 
167,000 

2,870,940 
70,940 

1,928,560 
8,560 

200,000 

9,196,600 
246,500 

Retired 

Outfltandhuf . ...    

4,030,000 

2,800,000 

1,920,000 

200,000 

8,950,000 

MbiMapoas: 

iMued 

5,662,000 
2.000 

4,960,000 

3,120,000 

110,000 

150,000 

14,003,000 
2,000 

Ratlnd 

Ontatandtng 

5,660,000 

4.960,000 

3,120,000 

110,000 

150,000 

14,000,000 

" 

Kansas  City: 

Tflffawl... .,- 

5,990,000 
70.000 

3,410,000 
10,000 

1,360,000 
80,000 

570,000 
170,000 

11.330,000 
330,000 

Retired 

Ontfftandfng. ... 

5,920,000 

3,400,000 

1,280,000 

400,000 

11,000,000 

IflBOied 

4,620,000 
127,000 

5,800,000 
297,000 

4,640,000 
256.000 

1,070,000 
340,000 

50,000 
15.000 

16,180.000 
1,035,000 

Retiied 

Oatstanding 

4,493,000 

5,503,000 

4,384,000 

780,000 

35,000 

15,145,000 

San  Fraadsoo: 

Innied.....    

2,160,000 
170,000 

1,520,000 
140,000 

1,680.000 

600,000 

800,000 

6,780,000 
310,000 

Retired 

Oatstanding 

1,990,000 

1,380,000 

1,680,000 

600,000 

800,000 

6,450,000 

R] 

SCAPITUL. 

\TlON. 

Total  Issued 

182,519,000 
2,490,000 

178,761,940 
1,354,940 

$43,058,560 
2,354,560 

$8,190,000 
1,135,000 

$9,625,000 
695,000 

$222,154,500 
8,020.500 

Totalratired 

80.029,000 

77,407,000 

40,704,000 

7,055.000 

8,930,000 

214,125,000 

88 


ANNUAL  EEPOBT  OF   THE  FEDERAL  BESERVE  BOARD. 


Statement  of  Federal  Reserve  notes  by  denominations  since  organization  ofhanis^  received 
by  agents,  issued  to  the  banks,  returned  to  the  Comptroller  for  destruction^  and  on  hand 
Dec.  Sly  1916 f  as  reported  by  Federal  Reserve  Agents. 

RECEIVED  FROIC  COICPTROLLER  OF  THE  CURRENCY. 


Federal  Reserve  Agent  at— 


Bostcn 

New  York.... 
Philadelphia.. 

Cfevelaiid 

Richmond.... 

Atlanta 

Chicago 

St.  Loais 

MinnBapoUs... 
Kansas  City.. 

Dallas 

San  Francisco. 


Total. 


Fives. 


15,080,000 
36,600,000 
5,400,000 
2,480,000 
4,800,000 
6,400,000 
7,780,000 
4,360,000 
7,640,000 
6,200,000 
5,000,000 
4,160,000 


93,800,000 


Tens. 


15,920,000 
45,520,000 
4,680,000 
3,520,000 
4,880,000 
6,800,000 
200,000 
2,840,000 
6,480,000 
4,360,000 
6,860,000 
2,760,000 


Twenties. 


$1,760,000 
15,520,000 
2,400,000 
4,800,000 
4,720,000 
4,800,000 
800,000 
2,000,000 
4,080,000 
1,280,000 
5,520,000 
1,680,000 


94,320,000  I  49,360,000 


Fifties. 


$1,600,000 
2,200,000 


1,000,000 

1,800,000 

1,200,000 

200,000 

400,000 

400,000 

600,000 

1,400,000 

600,000 


11,400,000 


Hundreds. 


82,000,000 
6,400,000 


800,000 

800,000 

1,200,000 

400,000 


400,000 


400,000 
800,000 


13,200,000 


Total. 


116,860,000 

100,240,000 

12,480,000 

12,600,000 

17,000,000 

20,400,000 

0,880,000 

0,600,000 

19,000,000 

12,440,000 

19,680,000 

10,000,000 


265,080,000 


RETURNED  BY  FEDERAL  RESERVE  BANKS. 


Boston 

New  York.... 
Philadelphia.. 

Cleveland 

RkJimcnd 

Atlanta 

Chicago 

St.  Louis 

Minneapolis... 
Kansas  City.. 

Dallas 

San  Francisco. 


Total. 


$260,000 


529,000 

35,000 

110,000 

260,000 

760,000 

167,000 

2,000 

70,000 

127,000 

170,000 


2,490,000 


$210,000 


U1,000 

26,000 

200,000 

291,000 


70,940 


10,000 
207,000 
140,000 


1,354,940 


$800,000 


20,000 
340,000 
860,000 


8,560 


80,000 
256,000 


2,354,560 


$10,000 


260,000 
356,000 


170,000 
340,000 


1,136,000 


$20,000 


140,000 
590,000 


16,000 


696,000 


$860,000 

800,000 

640,000 

80,000 

1,060,000 

2,276,000 

760,000 

246,600 

2,000 

380,000 

1,036,000 

310,000 


8,029,500 


TOTAL  AMOUNTS  FOR  WHICH  FEDERAL  RESERVE  AGENTS  ARE  ACCOUNTABLE. 


Boston 

New  York.... 
Philadelphia.. 

Cleveland 

Richmond 

Atlanta 

Chicago 

St.  Louis..'... 
Minneapolis... 
Kansas  City.. 

Dallas 

San  Francisco. 

Total... 


$5,340,000 
36,600,000 
5,920,000 
2,515,000 
4,910,000 
6,660,000 
8,540,000 
4,527,000 
7,642,000 
0,270,000 
6,027,000 
4,330,000 


99,290,000 


$6,130,000 
45,520,000 
4,791,000 
3,545,000 
5,080,000 
7,091,000 
200,000 
2,910,940 
6,480,000 
4,370,000 
6,657,000 
2,900,000 


95,674,040 


$1,760,000 
16,320,000 
2,400,000 
4,820,000 
5,060,000 
5,660,000 
800,000 
2,008,560 
4,060,000 
1,360,000 
5,776,000 
1,680,000 


51,714,560 


$1,610,000 
2,200,000 


1,000,000 

2,060,000 

1,656,000 

200,000 

400,000 

400,000 

770,000 

1,740,000 

600,000 


12,535,000 


$2,020,000 
6,400,000 


800,000 

940,000 

1,720,000 

400,000 


400,000 


416,000 
800,000 


13,895,000 


$16,880,000 
107,040,000 
13,120,000 
12,680,000 
18,060,000 
22,676,000 
10,140,000 
0,846,500 
19,002,000 
12,770,000 
20,615,000 
10,310,000 


273,109,500 
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Statement  of  Federal  Reserve  notes  by  denominations  since  organization  of  hanks,  received 
by  agents,  issued  to  the  hanks,  relumed  to  the  Comptroller  for  destruction,  and  on  hand 
Dec.  31, 1915,  as  reported  hy  Federal  Reserve  Agents — Continued. 

ISSUED  TO  FEDERAL  RESERVE  BANKS. 


FiBdenl  Reserve  Agent  at— 


New  York... 
FhUede^iliie. 
Ctoveleiid.... 
Richmond... 
Atlante 


8t.  Louis. 

KamesCity... 
DaUas. 

Baa  Fnncisoo. 

Total.... 


Fives. 


1^,630,000 
35,600,000 
3,840,000 
2,120,000 
4,600,000 
6,480,000 
3,540,000 
4,197,000 
5,662,000 
5,000,000 
4,620,000 
2,160,000 


82,519,000 


Tens. 


$4,680,000 
36,160,000 
3,880,000 
3,280,000 
4,990,000 
7,011,000 
200,000 
2,870,040 
4,960,000 
3,410,000 
5,800,000 
1,520,000 


78,761,940 


Twenties. 


1640,000 
12,080,000 
2,060,000 
4,400,000 
4,680,000 
5,660,000 
800,000 
1,928,560 
3,120,000 
1,360,000 
4,640,000 
1,680,000 


43,058,660 


Fifties. 


8600,000 
1,600,000 


750,000 
1,650,000 
840,000 
200,000 
200,000 
110,000 
570,000 
1,070,000 
600,000 


8,190,000 


Hundreds. 


8980,000 
4,800,000 


530,000 

670,000 

1,245,000 

400,000 


150,000 


50,000 
800,000 


9,625,000 


Total. 


810,520,000 
90,240,000 

9,800,000 
11,080,000 
16,680,000 
21,226,000 

5,140,000 

9,196,500 
14,002,000 
11,330,000 
16,180,000 

6,760,000 


222,154,500 


RETURNED  TO  COMPTROLLER  FOR  DESTRUCTION. 


Boaton. 

8260,000 

8210,000 

810,000 

120,000 

$500,000 

NflwYortc.. 

Flilbdaiphte 

CtovelaiMi 

529,000 
35,000 

111,000 
25,000 

640,000 
80,000 

820,000 

AttontA 

Chloam 

120,000 

120,000 

SLLooto. 

IfbimaiKPlis. 

KavttM^^.. 

DlllMf. 

43,000 
170,000 

14,000 
60,000 

4,000 

61,000 
230,000 

0nf^  '^Tiaooiaco 

Total 

1,157,000 

420,000 

24,000 

10,000 

20,000 

1,631,000 

IN  HANDS  OF  FEDERAL  RESERVE  AGENTS,  DEC.  31,  1915. 


NawYoric.... 
FbOadBlpliia.. 

CfeTehnd 

Biofamood.... 

Atlanta 

Gfakico 

8t.Loals..... 
mmieqwUs.. 
Kansas  City... 
DaOas. 


Total. 


$1,460,000 

1,000,000 

1,560,000 

360,000 

220,000 

180,000 

4,880,000 

330,000 

1,980,000 

280,000 

1,364,000 

2,000,000 

15,614,000 


81,240,000 

9,360,000 

800,000 

240,000 

90,000 

80,000 


40,000 

1,520,000 

960,000 

843,000 

1,320,000 

16,493,000 


$1,120,000 

4,240,000 

320,000 

400,000 

380,000 


80,000 
960,000 


1,132,000 


8,632,000 


81,000,000 
600,000 


260,000 
410,000 
715,000 


200,000 
290,000 
200,000 
670,000 


4,335,000 


$1,020,000 
1,600,000 


370,000 
270,000 
475,000 


250,000 
365,000 


4,250,000 


$5,840,000 
16,800,000 
2,680,000 
1,520,000 
1,370,000 
1,450,000 
4,880,000 
660,000 
5,000,000 
1,440,000 
4,374,000 
3,320,000 

49,324,000 
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StaUmerU  of  Federal  Reteroe  notei  by  denominations  since  organiaaUon  of  baniSj  received 
by  agents,  issued  to  the  banks,  relumed  to  the  Comptroller  for  destruction,  and  on  hand 
Dee.  SI,  1915,  as  reported  by  Federal  Reserve  Agents— Coniiimed. 

TOTAL  AMOUNTS  OF  FEDEBAL  EE8EBVE  NOTES  ACCOUNTED  FOB. 


Fedonl  B«8erve  Agent 


Boston. ....... 

NowYork... 
Philadelphia. 

Cleveland 

Richmond 

Atlanta 

Chicago 

St.  Louis. 

Minneapolis.. 
Kansas  City.. 

Dallas 

San  Francisco 

Total... 


FlTSS. 


$5,340,000 
36,600,000 
5,929,000 
2,615,000 
4,910,000 
6,660,000 
8,540,000 
4,627,000 
7,642,000 
6,270,000 
6,027,000 
4,330,000 


99,200,000 


Tens. 


96,130,000 
45,520,000 
4,791,000 
3,545,000 
5,060,000 
7,091,000 
200,000 
2,910,940 
6,480,000 
4,370,000 
6,657,000 
2,900,000 


95,674,940 


Twenties. 


91,760,000 
16,320,000 
2,400,000 
4,820,000 
5,060,000 
6,660,000 
800,000 
2,008,560 
4,060,000 
1,360,000 
5,776,000 
1,680,000 


51,714,560 


Fifties. 


81,610,000 
2,200,000 


1,000,000 

2,060,000 

1,655,000 

200,000 

400,000 

400,000 

770,000 

1,740,000 

600,000 


12,535,000 


Hundreds. 


12,020,000 
6,400,000 


800,000 

940,000 

1,720,000 

400,000 


400,000 


415,000 
800,000 


13,895,000 


To|bL 


$16,860,000 
107,040,000 
13,120,000 
12,680,000 
18,050,000 
22,676,000 
10,140,000 
9,846,500 
19,002,000 
12,770,000 
20,615,000 
10,310,000 


273,109,600 


RECAPITULATION. 


Beoeived  from  oomptiollcr 

$96,800,000 
2,490,000 

$94,320,000 
1,354,940 

$49,360,000 
2,354,560 

$11,400,000 
1,135,000 

$13,200,000 
606,000 

$265,080,000 
8,020,600 

TotaL 

99,290,000 

95,674,940 

61,714,560 

12,535,000 

13,895,000 

273.100.500 

ISBiied  to  banks 

82,619,000 

1,157,000 

15,614,000 

78,761,940 

420,000 

16,483,000 

43,058,660 

24,000 

8,632,000 

8,190,000 

10,000 

4,336,000 

9,626,000 

20,000 

4,250,000 

222,154,500 

Returned  for  destruction 

On  hand  Dec.  81, 1916 

1,631,000 
49,324,000 

Total 

99,290,000 

95,674,940 

51,714,560 

12,636,000 

13,805,000 

373,109,600 
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MutiUUed  Federal  Reserve  notes,  by  denominations,  received  from  Federal  Reserve  Agents 

for  destruction,  to  Dec.  31,  1915. 


Bank. 

Fives. 

Tens. 

Twenties. 

Fifties. 

Hundreds. 

Total. 

S278,000 
511,000 

35,000 
120,000 

43,000 
170,000 

1212,000 

109,000 

25,000 

110,000 

120,000 

$520,000 
620,000 

Phfladelphia 

Clflvehmd 

120,000 

80,000 

Chkago 

120.000 

Dallas 

14,000 
60,000 

4,000 

61,000 
230,000 

San  Francisco 

Total 

1,157,000 

420,000 

24,000 

10,000 

20,000 

1,631,000 

VAULT  BALANCE  (MUTILATEI>  NOTES),  DEC.  31, 1915. 


Total  received 

$1,157,000 
1,082,000 

$420,000 
363,000 

$24,000 
10,000 

$10,000 

$20,000 

$1,631,000 
1.455,000 

Total  destroyed 

On  hand 

75,000 

57,000 

14,000 

10,000 

20,000 

176,000 

Note.— Burned,  badly  mutilated,  and  fractional  parts  of  Federal  Reserve  notes,  amounting  to  $245  have 
been  identified,  valued,  and  the  bank  of  issue  determined. 


Amount  of  Federal  Reserve  Bank  currency  received  by  Comptroller  of  the  Currency  from 
Bureau  of  Engraving  and  Printing,  issued,  and  on  hand  Dec.  31,  1915. 


dereiand 

Rjchmood 

Chicago 

iClnneapolis 

Kansas  City. . . 

Dallas: 

Reoalved... 

Issued 

On  band... 


Bank. 


Total  on  hand. 


Fives. 


$1,000,000 
200,000 
800,000 
600,000 


40,000 
10,000 
30,000 


2,630,000 


Tens. 


$1,000,000 

400,000 

1,200,000 

1,200,000 

2,000,000 

400,000 
280,000 
120,000 


5,920,000 


Twenties. 


$1,040,000 
400,000 
560,000 


560,000 

480,000 

80,000 


2,080,000 


Total  on 
hqnd. 


$3,040,000 
1,000,000 
2,560,000 
1,800,000 
2,000,000 


230,000 


10,630,000 


NoTS. — Plates  lor  fives,  tens,  and  twenties,  and  printing  of  $5,000,000  have  been  ordered  for  San  Francisco, 
and  plates  for  fives,  tens,  twenties,  fifties,  and  hundreds  engraved  for  both  Boston  and  New  York,  and 
Av$3,  tens,  and  twenties  for  St.  Louis,  but  no  currency  ordered  printed. 


42  ANNUAL  BEPOET  OF  THE  FEDEBAL  BESEBVE  BOABD. 

Cost  of  Federal  Reserve  Notes. 

The  cost  to  each  Federal  Reserve  Bank  of  Federal  Reserve  notes,  including  paper, 
preparing  plates,  and  printing,  to  Deoember  31, 1915,  but  exclusive  of  cost  of  traos- 
mittal  is  as  follows: 

Federal  Reserve  Bank: 

Boston 150,035.37 

New  York 33e,392.93 

Philadelphia 54,805.29 

Cleveland 61,566.85 

Richmond 32,171.29 

Atlanta 29,962.09 

Chicago 65, 708. 94 

St.  Loui§ 33,  e02. 08 

Minneapolis 36,085.49 

Kansas  City 22,574.59 

Dallas 27,388.85 

San  Francisco, 38,599.76 

Total 778,893.53 
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QnBtmemal  paptr,  exeltmve  of  acapUmou,  held  by  eaA  Federal  Ratnie  Bank  a 
30, 191S,  dwtrihvUd  by  malwitie». 


UATURITIEB. 


Wtthln 
10  days. 

From 

From 
dayi. 

From 

Over  90 

.^. 

Purerat. 

t8 

JT 

I,OM 

i,m 

«7 
ISO 

217 

asD 

1.0S3 

6a 

W 

BS 

« 

100 

2,718 

1,«3 

1,^ 

i,afi« 
i,au 

87 

S! 

170 
2,7BJ 

2,722 
S7« 

196 
Ml 

1,079 
130 

19 

«e 

933 

720 

212 

094 
B4 

136 

237 

639 
7,607 
8,131 

4,0« 
1,261 
1,299 
3,681 

4,»«7 
4&0 

32 

1,031 
MT 

610 

633 

1,036 

63 

6,229 

9,012  1       B,JB2 

i,eM 

4.081 

32,368 

18.2 

14.  S 

K.9 

mo 

i:  on  Dte.  SO,  1916,  dittribuUd  (y 


lUTDRITIES. 
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Short-term  investmenU  (municipal  warranUt)  held  by  each  Federal  Reserve  Bank  on  Dec 

30,  1915,  distributed  by  maturiliM, 

[In  thousands  of  dollars.] 

MATURITIES. 


Within 
10  days. 

From 

11  to  80 

days. 

From 

31  to  60 

days. 

From 

61  to  90 

days. 

Over  90 
days. 

Total. 

Percent. 

BoBton 

227 
90 
07 
79 

92 
267 

40 
352 

302 
385 
920 
388 

82 
330 
206 
189 
165 
168 

72 
137 

630 
90 

173 
39 

1,790 
437 
306 

1,993 

3,041 

1,260 

1,538 

2,846 

82 

330 

1,256 

292 

861 

288 

72 

345 

219 

New  York 

10.4 

Phllflil^lphfA 

12.6 

ClflTftlaiid ....  

23.3 

Ridiinoiiid ... 

m 
.1 

Atlanta. 

s 

2.7 

Ctilcago....... .  ,,  

196 
10 

65 
12 
10 
65 

82 

26 

625 

20 

715 
55 
61 
35 

10.3 

St.  Louis 

2.4 

Vimi^phlliT      , 

7.0 

KanflasClty.. 

10 

2.3 

Dallas 

.6 

Sum  i^Tioisoo 

10 

24 

76 

98 

2.8 

Total 

721 

907 

8,339 

1,761 

6,492 

12,220 

1O0.0 

PW  Cmt T  ,  .  .  .  T  ^  T  ,  - ,  - 

5.9 

7.4 

27.3 

14.4 

45.0 

100.0 

Amounts  of  bankers*  acceptances,  distributed  by  classes  of  acceptors,  held  by  all  Federal 
Reserve  Banks,  according  to  schedules  on  file  with  the  Federal  Reserve  Board  on  the  last 
Monday  of  each  month  in  1915. 


Member 
hank  ac- 
ceptances. 


Nonmember  bank  acceptances. 


Trust  com- 
panies. 


State 
banks. 


Private 
banks. 


TotaL 


Feb.  22... 
Mtt.  81.. 
Apr.  26.. 
May  81... 
Tone  28... 
July  26... 
Aug.  80.. 
Sept.  27.. 
Oct  26.. 
Not.  29  • . 
Deo.  27.. 


93 
3,075 
4,593 
5,294 
4,211 
6,165 
6,274 
7,281 
8,109 
10,902 
13,790 


7,734 
8,848 
3,774 
4,801 
4,832 
6,509 
5,314 
4,419 
4,549 
5,697 


10 
10 
10 


20 

20 

74 

193 

275 

292 


87 
110 
110 
161 
367 
457 
408 
237 
396 
820 


98 
10,906 
13,661 
9,188 
9,173 
10,384 
13,350 
13,077 
12,968 
16,122 
20,509 
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B«^ 

3l»re«iit. 

SlWMOt. 

ipwoent. 

TdUl. 

Bartao 

11,000,000 

11,000,000 

1,000,000 
400, 000 

2,000,000 
a,M7,O0O 

n.^h,S 

tl  ISTOOO 

1770,000 

I,6»,000 
»T0,000 
1.026,000 

a,iH,sso 

8TO.000 
1,010.000 

1-06  000 

4,S1.000 

•70.000 
1,329.810 

a.ui.uo 

870,000 
1.010.000 

Ml                   TWJI 

300 

n.11..         '' 

11.M1,»0 

3,JOT,I» 

770,000 

IB,  018.470 

(munin'pal  v^nanU)  htU  by  each  Federal  Retervt  Bank  on  Dee. 

31,  1915,  dUtributtd  by  tiatut. 


«^U. 

Btato 

Aiiothur 

mnwDta. 

ToUl. 

B«tm 

883 

j;oj4 

383 

ue 
n 
« 

83 
815 

78 
6«g 

78 

48B 

lot 

IIS 

S,1(L 

3,S« 

s 

SN 

on 

300 

910 

BLLoqU 

»41 

»« 

18 

8,M 

1.001 

1,»7 

11.800 

''"™" 

70.7 

1(1.3 

1S.0 

100.0 
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AnumrUa  of  trade  acceptances  discounted  by  each  of  the  Federal  Reserve  Banks  from  Sept,  f , 

date  of  first  discount  ^  to  Dec.  SI,  1915} 


[In  thouamds  of  dollars.) 

Federal  Reaerve  Bank. 

Trade  aooeptanoes  dlaoounted  during  month  of— 

September. 

October. 

November. 

December. 

TotaL 

New  York 

4.8 
2.7 

loai 

402.6 
37.1 

69.4 
22.4 

.9 

.6 

146.7 

206.6 

13.8 

7L8 

37.9 

19.9 

&7 

Cleveland 

L6 

10.6 

259.2 

12.3 

4.6 

2.6 

28.8 

4.9 

RiohmonH 

194.1 

139.7 

104.6 

U.5 

6L0 

8.1 

45a  A 

Atlanta,  (Including  New  Orleans  branch) . . 
St.  Louis 

1,007.1 

167.8 

ir^Tif^lfi  f!ity 

87.8 

16018 

Ban  Francisco 

74.2 

Total 

319.6 

629.1 

496.2 

514.0 

1,968.« 

Amounts  of  commodity  paper  discounted  by  each  of  the  Federal  Reserve  Banks  from  Sept. 

8t  date  of  first  discount,  to  Dec.  SI,  1916.^ 

[In  thousands  of  dollars.] 


Federal  Reserve  Bank. 


Richmond 

Atlanta  (including  New  Orleans  branch) . 

St.  Louis 

Hinneapolis 

Dallas 

San  Francisco* , 


Total. 


Commodity  paper  discounted  during  month  of— 


September. 


96.0 
807.3 


2.3 


905.6 


October. 


864.4 

1,657.2 

3L2 

L5 

48 

35.7 


2,094.8 


November. 


1,523.4 

2,739.1 

15.0 

12.6 

83.7 

L5 


4,375.2 


December. 


897.6 

1,828.7 

58.6 

1L8 

148.2 


2,980.4 


IMal. 


2,881.4 

7,on.s 

99.8 

25.3 

239.0 

87.2 


10,S1&.0 


^  Included  in  totals  of  commercial  paper,  shown  In  preceding  taUea. 
*  All  discounted  at  regular  rates. 
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Exhibit  E— GOLD  SETTLEMENT  FUND. 

Prepaiatioiis  to* '  exerdse  the  functionB  of  a  clearing  house  for  Federal  Reserve  Banks, ' ' 
as  provided  for  in  8ectionl6  of  the  Federal  Reserve  Act,  were  taken  up  by  the  Fedeial 
Reserve  Board  in  April,  1915,  and  on  May  8  the  following  circular  and  regulation 
were  issued: 

(CJrcalar  No.  13,  seriee  of  1915.) 
CLEARIN08  BETWEEN  FEDERAL  RESERVE  BANKS. 

Section  16  of  the  Federal  Reserve  Act  authorizes  the  Federal  Reserve  Board,  at 
its  discretion,  to  exercise  the  functions  of  a  clearing  house  for  the  Federal  Reserve 
Banks. 

PuiBuant  to  the  authority  of  this  section  the  Federal  Reserve  Board  has  devised  a 
plan  for  the  establishment  of  a  gold  fiind  for  the  weekly  settlement  of  balances  arising 
out  of  transactions  among  the  12  Federal  Reserve  Banks,  to  be  operated  under 
the  direction  of  the  Federal  Reserve  Board  with  the  cooperation  of  the  Treasury 
Dewrtment. 

The  r^ulation  governing  the  establishment  and  operation  of  this  fund  is  issued 
herewith. 

(Regulation  L,  series  of  1015.) 
OLEARINOS  BETWEEN  FEDERAL  RESERVE  BANKS. 

I.  Statutory  provincms  under  section  16. — ''The  Federal  Reserve  Board  shall  make 
and  promulgate  from  time  to  time  regulations  governing  the  transfer  of  funds  and 
chaiges  therefor  among  Federal  Reserve  Banks  and  their  branches  and  may  at  its 
discretion  exercise  the  functions  of  a  clearing  house  for  such  Federal  Reserve  Banks 
or  may  designate  a  Federal  Reserve  Bank  to  exercise  such  functions,  and  may  also 
require  each  such  bank  to  exercise  the  functions  of  a  clearing  house  for  its  member 
banks." 

II.  General  pravisiona. — In  the  exercise  of  the  functions  of  the  clearing  house 
authorized  under  the  provisions  of  section  16,  quoted  above,  the  Federal  Reserve 
Board  and  the  Federal  Reserve  Banks  will  be  governed  by  and  subject  to  the  following 
regulations  and  the  Federal  Reserve  Board  will  be  the  custodian  of  the  funds  herein- 
after termed  the  Gold  Settlement  Fund.  The  Board  will  appoint  a  settling  agent, 
who  shall  keep  the  necessary  records  and  accounts. 

III.  Deponts  in  the  gold  settlement  fund.— (a)  Each  Federal  Reserve'  Bank  shall,  not 
later  than  May  24, 1915,  forward  to  the  Treasuiy  or  the  nearest  subtreasury.  for  credit 
to  the  account  of  the  Qold  Settlement  Fund,  11,000,000  in  gold,  gold  certificates,  or 
gold  order  certificates,  and  in  addition  an  amount  at  least  equal  to  its  net  indebtedness 
due  to  all  Federal  Reserve  Banks. 

(fi)  The  Treasurer  of  the  United  States  or  Assistant  Treasurer  will,  in  accordance 
with  arrangements  made  with  the  Treasury  Department,  advise  the  Federal  Reserve 
Board,  by  mail  or  telegraph,  of  the  receipt  of  all  fimds  deposited  on  account  of  the 
Gold  Settlement  Fund,  and  tne  Treasurer  will  issue  and  deliver  to  the  Federal  Reserve 
Board  gold  order  certificates  made  **  payable  to  the  order  of  the  Federal  Reserve  Boajrd ' ' 
cohering  the  sum  so  deposited. 

(e)  Each  Federal  Reserve  Bank  shall  maintain  a  balance  in  the  Gold  Settlement 
Fond  of  not  leas  than  $1,000,000. 

(<0  Excess  balances  mi^r,  at  the  convenience  of  each  Federal  Reserve  Bank,  remain 
deposited  with  the  Gold  Settlement  Fund. 

IV.  Custody  of  funds, —{a)  A  safe  in  the  Treasury  vault  will  be  set  apart  for  the 
exclusive  use  of  the  Federal  Reserve  Board. 

(6)  To  open  the  Treasury  vault,  the  presence  of  two  persons  designated  by  the 
Secretary  of  the  Treasury  is  reouired.  The  combination  of  the  safe  set  apart  for  the 
iiBe  of  the  Board  will  be  controlled  by  two  persons  designated  by  the  Board. 

(c)  A  vault  record  sl^dl  be  kept,  giving  a  memorandum  of  all  entrances  to  the  safe,  b  v 
whom  made,  for  what  purpose,  and  the  certificates  deposited  or  withdrawn.  Eacn 
entry  on  the  vault  record  book  shall  be  signed  by  the  persons  having  access  to  the  safe. 

V.  ilooounte.—In  its  relations  with  other  Federal  Reserve  Banks  each  Federal 
Beeerve  Bank  shall  keep  an  account  showing  balimcea  "due  to ''  other  Federal  Reserve 
Banks  representing  the  proceeds  of  items  which  it  has  actually  collected  and  payments 
uid  trtfisfers  which  have  been  made  to  it  for  the  account  of  such  other  Federal  Reserve 
Banks  and  an  account  showing  balances  ''due  from''  other  Federal  Reserve  Banks 
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representing  the  proceeds  of  items  which  it  has  sent  to  such  other  Federal  Besefre 
Banks  and  payments  and  transfers  which  have  been  made  to  such  other  Fedefal 
Reserve  Bazucs  for  its  account. 

VI.  Procedure. — (a)  At  the  close  of  business  each  Wednesday  ni^ht,  each  Federal 
Reserve  Bank  shall  tel^praph  to  the  Federal  Reserve  Board,  connrming  such  tele- 
mm  by  mail,  the  amounts  in  even  thousands  due  to  each  other  Federal  Reserve 
Sank  as  of  that  date,  as  indicated  by  its  ''due  to"  account  provided  for  in  Rule  Y. 
If  Wednesday  is  a  holiday  in  the  State  in  which  a  Federal  Reserve  Bank  is  iocated, 
then  such  bank  shall  telegraph,  as  herein  provided,  on  Tuesday,  at  the  close  of  business. 

'  (6)  The  settling  agent  shall,  on  each  Thursday,  make  the  proper  debits  and  credits 
in  the  accounts  of  each  Federal  Reserve  Bank  with  the  Gold  Settlement  Fund,  and 
shall  tel^pr^h  to  each  bank  the  amounts,  in  even  thousands,  of  credits  to  its  seUle- 
ment  account,  ^ving  the  name  of  each  Federal  Reserve  Bank  from  which  each  of  its 
credits  was  received  and  also  its  net  debit  or  credit  balance  in  the  weekly  settlement. 
(e)  Each  Federal  Reserve  Bank  shall,  on  receipt  of  the  telegram  from  the  settling 
agent,  debit  the  ''due  to "  Federal  Reserve  Banks^  accounts,  and  shall  credit  the  Gold 
Settlement  Fund;  and  shall  credit  the  "due  from''  Federal  Reserve  Banks'  accounts 
and  charge  the  Gold  Settlement  Fund.  The  difference  between  the  total  debits 
and  credits  shall  equal  the  net  debit  or  credit  to  the  Gold  Settlement  Fund,  aa  advised 
in  the  telemm  from  the  settling  a^ent. 

VII.  Deficits. — (a)  Should  the  deb  it  settlement  balance  of  any  Federal  Reserve  Bank 
be  in  excess  of  the  amount  of  its  credit  in  the  Gold  Settlement  Fund,  such  deficit  must 
be  immediately  covered  either  by  the  deposit  of  gold,  gold  certificates,  or  gold  oider 
certificates  in  me  Treasury  or  nearest  subtreasury,  or  by  credit  operations  with  other 
Federal  Reserve  Banks  which  have  an  excess  balance  with  the  Gold  Settlement  Fund. 
Any  del^  in  covering  such  deficit  shall  be  subject  to  such  charge  as  the  Federal 
Reserve  Board  may  impose. 

(6)  As  required  m  III  (c)  of  this  regulation,  each  Federal  Reserve  Bank  shall  main- 
tain a  balance  in  the  Gold  Settlement  Fund  of  not  less  than  $1,000,000.  Should  the 
credit  balance  of  any  Federal  Reserve  Bank  in  such  fund  fall  below  $1,000,000,  such 
bank  shall  restore  its  baJance  to  that  amoimt  in  either  manner  indicatcKl  under  VIII 
(a)  of  this  regulation  on  or  before  Tuesday  of  the  following  week. 

VIII.  Exceee  bakmcea. — Any  ex(%88  balance  shall,  on  request,  either  by  telegraph  or 
letter,  of  the  Federal  Reserve  Bank  to  which  it  is  due,  be  refunded  by  the  return  to 
the  reserve  bank  of  the  gold  order  certificates  held  by  the  Gold  Settlement  Fund 
properly  indorsed;  or  by  the  indorsement  and  deliveiy  to  the  Treasurer  of  a  Uke 
amount  of  such  certificates  for  which  he  will  give  in  excnange  bearer  gold  certificates, 
which  the  Federal  Reserve  Board  may  send  D^r  registered  nmil,  insur^,  to  the  banks, 
if  they  want  funds  other  than  gold  order  certificates,  or  in  lieu  of  such  payment  the 
Treasurer  may  by  wire  or  mau  direct  payment  to  be  made  by  a  subtreasury  ofiBce 
throudi  the  medium  of  thes^eneral  account,  provided  funds  are  held  in  such  office 
available  for  the  purpose.  Gold  order  certincates  will,  when  presented  at  the  office 
of  the  Treasurer  of  tne  United  States  or  any  subtreasiuv,  bearing  the  signatures  of 
duly  authorized  officers  of  the  Federal  Reserve  Bank,  oe  payable  in  gold  or  gold 
certificates.  If  the  Treasury  finds  it  necessary  to  ship  from  one  point  to  another 
in  order  to  have  the  gold  or  gold  certificates  available  at  the  subtreasury  to  which 
such  gold  order  certincates  are  presented,  the  Federal  Reserve  Board  will,  for  the 
account  of  the  Gold  Settlement  Fund,  refund  any  expense  incurred  by  the  Treasury 
in  making  such  shipments. 

IX.  Reserve, — Each  Federal  Reserve  Bank  shall  count  as  a  part  of  its  legal  reserve 
the  funds  standing  to  the  credit  of  its  account  on  the  books  of  the  Gold  Settlement 
Fund. 

X.  Expenses. — Cost  of  operation  of  and  shipment  of  currency  by  the  Crold  Settlement 
Fund  shall  be  apportioned  by  a  semiannual  accounting  among  the  12  Federal  Reserve 
Banks  on  a  basis  to  be  hereafter  determined  by  Uie  Board  after  consultation  with  the 
Federal  Reserve  Banks. 

XI.  Audit. — At  least  once  in  each  three  months  an  audit  shall  be  made  of  the  Gold 
Settlement  Fund  by  a  representative  of  the  Federal  Reserve  Board  and  a  representa- 
tive appointed  by  the  Federal  Reserve  Banks. 

Xir.^The  Federal  Reserve  Board  reserves  the  right  to  add  to,  alter,  or  amend  these 
regulations. 

Under  this  r^;ulation,  each  Federal  Reserve  Bank  deposited  with  the  Treasurer 
of  the  United  States  at  Washington,  or  at  any  Subtreasury  $1,000,000,  plus  the  net 
amount  of  its  indebtedness  to  other  Federal  Reserve  Banks.  The  Treasury  Depart- 
ment had  agreed  to  cooperate  with  the  Federal  Reserve  Board  in  operating  the  fund, 
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and  under  the  arrangements  thus  concluded  the  several  assistant  treasurers  were  to 
forward  telegraphic  advice  of  deposits  received  to  the  Treasurer  of  the  United  States 
at  Washington,  who  would  in  turn  issue  gold  order  certificates  of  the  $10,000  denomi- 
nation, payable  to  the  Federal  Reserve  Board. 

To  ascertain  the  amount  which  each  bank  shotdd  deposit,  a  preliminary  settlement 
or  clearing  was  made  May  20  on  the  basis  of  figures  reported  by  the  Federal  Reserve 
Banks  at  the  close  of  business  May  19.  The  required  deposits,  aggregating  approxi- 
mately $18,000,000,  were  made  in  the  week  following  this  preliminary  settlement. 
The  first  regular  weekly  settlement  was  made  on  Thursday,  May  27,  each  Federal 
Reserve  Bank  having  on  Wednesday  evening  transmitted  to  the  Federal  Reserve 
Board  advice  of  the  amount  due  from  it  to  each  other  Federal  Reserve  Bank  and 
after  completion  of  the  settlement  a  telegram  was  sent  to  each  bank  giving  the  amounts 
which  other  Federal  Reserve  Banks  had  reported  due  it,  and  the  net  amount  by  which 
it  was  debtor  or  creditor  at  the  clearing.  Upon  receipt  of  this  telegram  each  bank 
charged  the  accounts  of  other  Federal  Reserve  Banks  for  the  amounts  it  had  reported 
due  to  them,  and  credited  their  accounts  with  the  amounts  which  they  had  reported 
due  to  it,  the  obligations  in  each  case  having  been  extinguished  by  the  operation  of 
settling  and  the  transfer  of  title  to  gold  held  in  the  gold  settlement  fund.  This  pro- 
cedure has  since  been  followed  at  each  Thursday  settlement. 

The  gold  order  certificates  held  in  the  fund  are  in  the  joint  custody  of  a  settling  agent 
and  deputy  settling  agent  appointed  by  the  Federal  Reserve  Board,  and  are  deposited  by 
them  in  a  burglar-proof  safe,  controlled  by  double  combination  lock  requiring  the  pres- 
ence of  both  officers  to  obtain  access.  This  safe  is  in  a  vault  of  the  Treasury  Department. 
Transfers  of  funds  from  the  credit  of  one  Federal  Reserve  Bank  to  that  of  another 
are  affected  by  book  entries,  upon  telegraphic  or  mail  request  from  the  Federal  Reserve 
Bank  making  the  transfer. 

Withdrawals  from  the  fund  are  effected  either  by  delivery  to  the  Treasurer  of  the 
United  States  of  the  certificates,  bearing  proper  indorsement,  with  a  request  that  he 
arrange  for  payment  to  the  Federal  Reserve  Bank  making  the  withdrawal  at  the  sub- 
txeasury  nearest  said  bank,  or  by  return  to  the  Federal  Reserve  Bank  of  the  gold  order 
certificates,  indorsed. 

Through  the  procedure  above  outlined,  the  Federal  Reserve  Board  has,  up  to  the 
close  of  the  year  1915,  settled  through  the  gold  settlement  fund  for  the  12  Federal 
Reserve  Banks  an  indebtedness  aggregating  $1,052,649,000,  with  a  net  change  of  only 
$95,697,000  in  ownership  of  the  gold  held  in  the  fund,  or  8.14  per  cent  of  the  total 
amount  cleared.  The  direct  expense  incidental  to  the  administration  of  the  gold 
settlement  fund  in  handling  these  transactions  has  been  approximately  $1,150, 
principally  for  equipment  and  telegraph  service. 

A  noteworthy  feature  in  the  operation  of  the  fund  has  been  the  avoidance  of  the 
necessity  for  shipment  of  funds  between  Federal  Reserve  Banks.  Statements  are 
given  below,  one  showing  the  amount  which  each  bank  has  deposited  and  withdrawn, 
the  amount  which  each  has  collected  from  or  paid  to  other  Federal  Reserve  Banks, 
and  the  amount  to  which,  during  the  period  of  operation  ending  December  31, 1915, 
it  has  been  debtor  or  creditor.  A  statement  is  also  given  showing  the  places  at  which 
the  deposits  and  withdrawals  of  funds  have  been  made,  from  which  it  will  be  noted  that 
at  only  one  subtreasury  have  the  withdrawals  exceeded  the  deposits  (New  Orleans, 
where  $3,510,000  was  deposited  and  $7,810,000  withdrawn),  and  as  the  fiscal  operations 
of  the  Treasury  Department  had  concentrated  a  surplus  of  cash  at  that  point,  no  ship* 
i&ent  was  necessary  to  meet  this  excess  of  withdrawals. 
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Federal  Reserve  Agents'  Fitnd. 

The  opening  of  accounts  with  the  Federal  Reserve  Agents  was  authorised  by  tlie 
Federal  Reserve  Board  by  a  resolution  adopted  September  8,  1915,  for  the  purpose 
of  facilitating  the  adjustment  of  accounts  between  the  several  Federal  Reserve  Agents 
and  the  Federal  Reserve  Banks,  and  the  settling  agent  and  deputy  settling  agent 
were  instructed  to  handle  deposits  received  from  the  Federal  Reserve  Agents  in  the 
same  manner  a^  those  received  from  the  Federal  Reserve  Banks,  with  Hie  proviso, 
however,  that  the  accounts  and  records  pert-lining  to  the  depositB,  withdrawals,  w 
transfers  of  funds  to  the  credit  of  the  Be\er.%l  Federal  Reserve  Agents  should  at  aO 
times  be  kept  separate  and  distinct  from  those  relating  to  Federal  Reserve  Banks  and 
separate  and  distinct  from  each  other. 

The  fund  thus  established  has  been  designated  the  ^ '  Federal  Reserve  Agents'  fund  " 
and  amounted  on  December  31,  1915,  to  $56,860,000,  representing  money  bdid  by 
the  Federal  Reserve  Agents  against  Federal  Reserve  notes  issued  to  the  Fedesal 
Reserve  Banks  and  against  which  the  banks  had  deposited  the  funds  in  question  to 
reduce  or  extinguish  their  liability  for  the  notes. 

GOLD  HELD  BY  THE  FEDERAL  RESERVE  BOARD  TO  THE  CREDIT  OF  FEDERAL 
RESERVE  AGENTS  AS  AT  CLOSE  OF  BUSINESS  DEC.  SI,  ISM. 

Transfers  made  by  Federal  Reserve  Banks  from ftmds  to  tlieir  credit  with  thegold  settleoMBt 
fond  to  the  creolt  of  their  respective  Federal  Reserve  Agimts  wtth  the  Federal  Raserwe 
Agents'  fund S82,4SD,0aD 

Deposits  made  by  Federal  Reserve  Agents  with  snbtreasuries  for  credit  with  Federal  Reserve 
Agents'  fund 4,400,flOO 

Total s^m^im 

Federal  Reserve  Agent  at— 

Philadelphia SS^SOO^OOO 

RichOMmd 9,560,000 

Atlanta 13,700,000 

Chicago 4,900,000 

St.  Louis 6,000,000 

Minneapolis 4,000,000 

Kansas  City 7,000,000 

Dallas 1,900,000 

SanFrandsoo 6,460^000 

Total M»SOO»000 


Exhibit  F.— INTRADISTRICT  CLEARINGS. 

Total  number  of  items  and  amounU  cleared  by  each  Federal  Reserve  Bank  to  Dee.  31, 191S. 


Federal  Reserve  Bank. 


Namber 
of  items 
deared. 


Amounts 
eleaied. 


Boston 

New  York 

Philadelphia 

Cleveland 

Richmond 

Atlanta 

New  Orleans  branch 

Chioaffo 

St.  Louis 

Minneapolis 

Kansas  City 

Dallas 

San  Frandsoo 

Total 


181,200 

1,282,211 

873,271 

290,680 

569,140 

186,^1 

6,148 

2,122,606 

1,096,680 

22,948 

2,0fi9,619 

252,480 

6,129 


8372,896,481 

1,834,016^772 

408,168,560 

139,086,000 

287,877,800 

101,000,344 

18,482,426 

1,808,629,569 

642,581,769 

28,833,500 

748,883,600 

127,210,449 

488,340 


9,777,081 


6^443,023,262 
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BzhMt  G.— RECEIPTS    AND    DISBURSEMENTS    OF    FEDERAL    RESERVE 

BOARD. 

There  is  here  given  a  detailed  account  of  receipts  and  expenditures  by  the  Federal 
Reserve  Board.  The  expenses  of  the  Reserve  Bank  Oiganization  Committee  were 
paid  from  an  appropriation  of  $100,000  made  by  Congress.  Of  this  appropriation  there 
IS  a  balance  of  $17,708.15  unexpended. 

Under  the  Federal  Reserve  Act  the  Federal  Reserve  Board  is  authorized  to  make 
•emianntial  aasessments  upon  Federal  Reserve  Banks  to  cover  its  expends.  The 
first  aasessment  for  this  purpose  was  made  on  November  2, 1914. 

Disbursements  for  the  Board  were,  until  February  12,  1915,  made  by  the  governor 
of  the  Board,  on  which  date  the  moneys  of  the  Board  were  deposited  in  the  Treasury 
of  the  United  States  to  the  credit  of  a  special  fund,  a  bonded  fiscal  agent  having  been 
appointed  by  the  Board  and  authorized  to  make  collections  and  disbursements. 

The  funds  of  the  Board  are  carried  in  a  special  account  with  the  Treasurer  of  the 
United  States  and  transfers  are  made  by  the  governor  of  the  Board  to  the  credit  of  the 
fiscal  agent  as  necessary.  The  accounts  of  the  Board  pass  through  the  hands  of  the 
Auditor  for  the  State  and  other  departments  and  are  given  the  official  examination 
required  by  the  Government.  The  term  '* auditor's  settlement  by  transfer"  imder 
" Disbursements"  covers  settlements  made  by  transfers  of  credit  authorized  and 
directed  by  the  auditor  on  the  books  of  the  Treasury  Department.  It  is  used  by  the 
Federal  Reserve  Board  lai^ely  in  connection  with  payments  to  the  Bureau  of  Engrav- 
ing and  Printing  for  the  preparation  of  Federal  Reserve  notes.  The  term  "commit- 
ments" where  used  covers  all  obligations  entered  into  by  the  Board. 

Telegrams  paid  for  by  the  Federal  Reserve  Board  are  billed  at  the  Government 
rate.  All  payments  for  the  Board  are  first  approved  either  by  the  Board  or  the  Com- 
mittee on  Budget  and  Expenditures  and  the  secretary  of  the  Board. 

RBCKIFTS. 

Unexpended  balance  Jan.  1,  1915 $139, 169.80 

Second  aasessment  (made  July  1, 1915) l08, 283. 64 

Reimbursements 528.07 

Bulletin,  subscriptions  to 521. 84 

Total  available 248,503.35 

DISBURSBMXNTS. 

By  governor  of  Board  (Jan.  1  to  Feb.  12, 1915) 18, 478. 26 

Byfi8calagent(Feb.  13  to  Dec.  ^1,1915) 172,731.19 

Auditors  settlements  by  transfer  (Jan.  1  to  Dec.  31, 1915) 20, 004. 13 

Total  disbursements 211,213.58 

Balances  on  hand  Dec.  31, 1915,  with  Treasurer  of  United  States  to  credit 

of— 

Fiscal  agent $12, 268.81 

Federal  Reserve  Board 25, 020. 96 

37, 289. 77 

248,  503. 35 
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GBNEBAL  STATEMENT. 

Fiist  assessment,  including  1239,871.10  for  Federal  Keeerve  notes,  made 

Nov.  2,  1914 $431,768.40 

Overpayments  first  assessment 106. 43 

431, 874. 83 

Amount  assessed  for  Federal  Reserve  notes 239, 871. 10 

To  credit  of  general  expenses  (including  $106.34  oveipa3rment) 192, 003. 73 

Total  disbursements  to  Jan.  1,  1915 52,833.93 

Unexi)ended  balance  Jan.  1, 1916 139, 169.80 

To  credit  general  expenses,  1914 192, 003. 73 

Total  commitments  to  Dec.  31,  1914 62,498.08 

Unencumbered  balance  Jan.  1, 1915 129, 505. 65 

Unexpended  balance  Jan.  1, 1915 139, 169. 80 

Unencumbered  balance  Jan.  1,  1915 129, 505. 65 

Unpaid  commitments  Jan.  1,  1915 9, 664. 15 

Available  funds  during  1915  as  per  statement 248, 503. 35 

Unpaid  commitments  Jan.  1, 1915 $9,664.15 

Commitments  during  1915 207,722.71 

217,386.86 

Unencumbered  balance  Dec.  31,  1915 31, 116. 49 

Unpaid  commitments  Dec.  31, 1915  (estimated) ., 6, 173. 28 

Unexpended  balance  Dec.  31,  1915 37,289.77 
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Exhibit  I.— ESTIMATED  EXPENSE  AND  DITIDEND   REQITIHEMENTS  OF 
FEDERAL  HESEBVE  BANES.' 

The  accompanyisg  table  presents  the  capital,  estuuated  expensee,  and  dividend 
requirements  of  each  of  the  banks: 

Pouj-tn  capital,  atitruUed  exptntet,  and  dividend  ngv-iremerUi  of  the  FedtrralRaerve  Banh. 


depcHlta. 

(18,061, 000 
H7;3B»;000 
18,037,000 
17,373,000 

i2;«4;ooo 

Tot« 
and 

alvMMid 

capital. 

lepiuu. 

EipensBi. 

DlTMcod 

Barton. 

MWXnnn 

(110,000 

uolooo 

1 
isai 

(310,000 
M^OOO 

35^000 

lUgOOO 

igffi 

I«,000 

■as 

li 

11 

^See 

8,270 

\^ 
?«7 

000 

mo 

DOD 

000 

000 

• 

38: 

Sll 

ii 

1 

000 
000 

ooo 

000 
000 

SonFnnclKO..... 

ToUl 

M,  782,000 

J12,S18.000 

387,0TS,ODO 

.,...,«. 

3,»«,0O0 

<,8BT,M0 

Portion  of  fund*  to  bt  kept  employed  to  meet  expetutt. 


Vn 

Pn 

Pm- 

P«r 

Bank. 

ocDt  net. 

^iC 

e^tolSL 

^t^t^. 

"%'■ 

tf 

"X 

*"^:- 

•^S!- 

•3'- 

«• 

BoMon 

T1 

63  e 

47 

in 

KSSS^::: 

W 

Portion  offuTtd»  to  be  kept  employed  to  meet  expeniet  and  dividend  reqairemmtt. 


Bank. 

AtSpw 

OODt  TMt. 

capital 

*'t'rt 

m 

At  Spar 

mat  net. 

^?K[. 

F«r 

B«tn. 

Hi 

IS,  000, 000 

391 
3SZ 

338 

m 

i 

300 
353 
203 

1 

1     i 

J  i 
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'i 

20D 
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*7          OD 
16          00 
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Exhibit  J.— PERSONNEL  AND  SALARIES. 

Jnmual  milanes  paid  hy  Federal  Reserve  Banks  in  the  year  ending  Dee.  3J,  1915. 


FiDBRAL   RbSXBVB    BaNK    OF    BOBTON. 


Governor 115,000 

Federal  Reserve  Agent.    10, 000 


$25,000 


STAFF. 

lat|5,000 5,000 

lat$3,500 3,600 

2at|l,800 3,600 

3at91,600 4,800 

lat|l,200 1,200 

lat|l,000 1,000 

4at$900 3,600 

2at|780 1,560 

2at$600 1,200 

lat|420 420 

—  25,880 

18  

Total 50,880 

Deputy  Federal  Reserve  Agent  $25  per 
day  when  serving  in  the  absence  of  the 
Federal  Reserve  Agent. 

Counsel,  $1,200  per  annnm. 

FXDBBAL  BXSBBVX  BaNX  OF  NxW  YORK. 


Governor 
Federal 


$30,000 

Agent.    16, 000 


STAFF. 

l«t$12,000 12,000 

lat$10,000 10,000 

lat$6,000 6,000 

1  at  $4,800 4,800 

1  at  $4,200 4,200 

lat$4,000 4,000 

1  at  $3,500 3,500 

1  at  $2,700 2,700 

2  at  $2,400 4,800 

lat$2,000 2,000 

3at$l,800 5,400 

7  at  $1,500 10,500 

lat$l,400 1,400 

7  at  $1,200 8,400 

1  at  $1,140 1,140 

lat$l,100 1,100 

lat$l,080 1,080 

lat$l,040 1,040 

lat$l,000 1,000 

3at$936 2,806 

9at$900 8,100 

lat$840 840 


$46,000 


FxDxaAx  Resebve  Bank  of  New 
York — Continued . 

STAFF—KJontinued . 

lat$800 $800 

2at$720 1,440 

lat$700 700 

lat$624 624 

3at$600 1,800 

2at$540 1,080 

3  at  $520 1,560 

lat$500 500 

2at$480 960 

2at$450 900 

lat$466 466 

4at$360 1,440 

3at$300 900 

—  $109, 978 

73  

Total 155,978 

Federal  Reserve  Bank  of 
Philadelphia. 


Governor $20, 000 

Federal  Reserve  Agent.     10, 000 


$30,000 


staff. 

1  at  $5,000 5,000 

1  at  $3,000 3,000 

1  at  $2,500 2,500 

1  at  $2,400 2,400 

3  at  $1,800 5,400 

1  at  $1,600 1,600 

2  at  $1,500 3,000 

1  at  $1,100 1,100 

1  at  $1,080 1,080 

1  at  $1,040 1,040 

1  at  $1,020 1,020 

1  at  $910 910 

6  at  $900 5,400 

4at$840 3,360 

6at$780 4,680 

3at$720 2,160 

lat$624 624 

lat$600 600 

lat$480 480 

2at$360 720 

2  at  $260 520 

lat$234 234 

1  at  $208 208 

—  47,036 

43  

Total 77,036 


OS- 


ANNUAL  REPORT  OF  THE  FEDERAL  RESERVE   BOARD. 


Annual  salaries  paid  by  Federal  Reserve  Banks  in  the  year  ending  Dec,  31^  1914 — Contd. 


Federal  Reserve  Bank  of 
Cleveland. 

Governor $18, 000 

Federal  Reserve  Agent.    10, 000 

128,000 

STAFF. 

lat$4,000 4,000 

2  at  $3,000 6,000 

2  at  $2,500 5,000 

2at$2,400 4,800 

2at$l,800 3,600 

2  at  $1,500 3,000 

4at$l,200 4,800 

lat$l,000 1,000 

1  at  $960 960 

1  at  $900 900 

lat$840 840 

2  at  $780 1,560 

lat$720 720 

lat$660 660 

lat$600 600 

3at$480 1,440 

lat$420 420 

lat$240 240 

—  40,540 

29  

Total 68,540 

Federal  Reserve  Bank  of  Richmond. 

Governor $10,000 

Federal  Reserve  Agent.     10, 000 

$20,000 

STAFF. 

lat$4,000 4,000 

lat$3,500 3,500 

1  at  $3,000 3,000 

4  at  $2,000 8,000 

2  at  $1,800 3,600 

1  at  $1,200 1,200 

2at$l,000 2,000 

3  at  $900 2,700 

1  at  $840 840 

2  at  $780 1,560 

1  at  $720 720 

6at$600 3,600 

2  at  $480 960 

1  at  $300 300 

—  35,980 

28  

Total 55,980 

Federal  Reserve  Bank  of  Atlanta. 

Governor $9, 000 

Federal  Reserve  Agent. .    7, 500 

$16, 500 

STAFF. 

1  at  $3,600 3,600 

lat$2,500 2,500 


Federal  Reserve  Bank  of  Atlanta— 

Continued. 

STAFF — conti  nued . 

2  at  $2,400 $4,800 

lat$2,000 2,000 

3at$l,800 5,400 

3at$l,200 3,600 

3at$900 2.700 

2at$780 1,660 

lat$624 624 

4at$600 2,400 

lat$540 540 

lat$480 480 

2at$300 600 

—  $30,804 

25  

Total 47,304 

Counsel,  $50  per  month. 
Secretary  (serves  only  at 

montmy    meetings   of 

boArd),  $300  per  annum. 

Federal  Reserve  Bank  of  Chicago. 

Governor $20, 000. 00 

Federal    Reserve 

Agent 10,000.00 

$30, 000. 00 

STAFF. 

lat$10,000 10,000.00 

lat$6,000 6,000.00 

1  at  $4,000 4,000.00 

1  at  $2.500 2,500.00 

lat$2,400 2,400.00 

1  at  $1,900 1,900.00 

lat$l,800 1,800.00 

4  at  $1,500 6,000.00 

1  at  $1,400 1,400.00 

1  at  $1,320 1,320.00 

1  at  $1,300 1,300.00 

7at$l,200 8,400.00 

1  at  $1,140 1,140.00 

1  at  $1,100 1,100.00 

lat$l,080 1,080.00 

2at$l,000 2,000.00 

lat$960 960.00 

2at$900 1,800.00 

4at$780 3,120.00 

5at$720 3,600.00 

lat$624 624.00 

3at$600 1,800.00 

lat$540 540.00 

lat$480 480.00 

2  at  $375 750.00 

1  at  $286.06 286.08 

lat$260 260.00 

—  66,560.08 

48  — 

Total 96,560.08 
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Anntutl  salaries  paid  by  Federal  Reserve  Banks  in  the  year  ending  Dec.  SI,  1915 — Contd. 


Federal  Rbssrve  Bank  of  St.  Louis. 


Governor 

Federal  Reserve  Agent. 


$20,000 
10,000 


130,000 


1  at  $7,500. 

1  at  $6,000. 

2  at  $3,200. 
1  at  $2,700. 

1  at  $2,400. 

2  at  $2,000. 

2  at  $1,500. 

3  at  $1,200. 
1  at  $1,080 

1  at  $960... 

4  at  $900.. 

2  at  $780.. 

2  at  $720.. 
lat$660.. 

5  at  $600.. 
1  at  $540.. 

3  at $480.. 
1  at  $420.. 
1  at  $300.. 
1  at  $240.. 
lat$60... 


STAFF. 


7,500 

6,000 

6,400 

2,700 

2,400 

4,000 

3,000 

3,600 

1,080 

960 

3,600 

1,560 

1,440 

660 

3,000 

540 

1,440 

420 

300 

240 

60 


37 


50,900 


Total 80,900 

Fsdsraij   Ressbye   Bank   of   Minne- 
apolis. 

Governor $15,000 

Federal  Reserve  Agent.      7, 500 


$22,500 


2  at  $3,000. 
1  at  $2,500. 
I  at  $2,000. 

1  at  $1,600. 

2  at  $1,500. 
2  at  $1,200. 
1  at  $1,020. 
1  at  $1,000. 
2at$900... 

1  at  $780... 

2  at  $480... 
lat$360... 


STAFF. 


6, 
2, 
2, 
1, 
3, 
2, 
1, 
1, 
1, 


000 
500 
000 
600 
000 
400 
020 
000 
800 
780 
960 
360 


17 


23,420 


Total 45,920 

Counsel,  $1,500  per  annum. 

Federal  Reserve  Bank  of  Kansas 

Crrr. 

Governor 

Federal  Reserve  Agent. 


1  at  $6,000 
1  at  $2,500. 
1  at  $2,100. 
1  at  $2,000. 
1  at  $1,800. 

1  at  $1,620. 

2  at  $1,080. 


STAFF. 


$7,500 

7,500 

6,000 

2,500 

2,100 

2,000 

1,800 

1,620 

2,160 

$15,000 


Federal  Reserve  Bank  of  Kansas 
City — Continued . 

STAFF — continued . 

4at$l,020 $4,080 

2at$960 1,920 

3at$900 2,700 

4at$840 3,360 

3at$780 2,340 

5at$720 3,600 

3at$600 1,800 


1  at  $540. 

2  at  $480. 
2  at  $400. 
1  at  $360. 


540 
960 
800 
360 


38 


$40,640 


Total 55,640 


Federal  Reserve  Bank  of  Dallas. 


Governor 

Federal  Reserve  Agent., 


1  at  $6,000 

2  at  $5,000 

1  at  $2,500. 

2  at  $2,400. 
1  at  $2,100. 
5  at  $1,500. 

1  at  $1,320. 

2  at  $1,200. 
1  at  $1,020. 
3at$900... 
5  at  $720. . . 
1  at  $600... 
lat$480... 
1  at  $468... 
1  at  $420... 
1  at  $365... 


STAFF. 


$10,000 
7,500 


6,000 

10,000 

2,500 

4,800 

2,100 

7,500 

1,320 

2,400 

1,020 

2,700 

3,600 

600 

480 

468 

420 

365 


$17,500 


29 


46,273 


Total 63,773 

Federal  Reserve  Bank  of  San 
FRANasco. 


Governor 

Federal  Reserve  Agent. 


$15,000 
12,000 


$27,000 


1  at  $6,000 
1  at  $4,200 
1  at  $3,000. 

1  at  $2,500 

2  at  $2,400. 
2  at  $1,800. 
4  at  $1,500. 

1  at  $1,200. 

2  at  $1,020. 
2at$900... 
1  at  $780. . . 
1  at  $720... 
1  at  $480... 


STAFF. 


20 


6,000 
4,200 
3,000 
2,500 
4,800 
3,600 
6,000 
1,200 
2,040 
1,800 

780 

720 

480 
37,120 


Total. 


64, 
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Sai«abib8  of  Officers  and  Eicplotbes  of  the  Federal  Reserve  Board  as  oy 

Dec.  31, 1915. 

office  of  the  secretary. 
H.  Parker  Willis,  secretary $7,500 

Sherman  Allen,  assistant  secretary  and  fiscal  agent 6, 000 

Staff: 

2  at  $1,800 3,600 

1  at  $1,600 1,600 

3  at  $1 ,200 3, 600 

3  at  $1 ,000 3, 000 

2  at  $900 1,800 

1  at  $780 780 

1  at  $600 600 

$28,480 

OFFICES  OF  MEMBERS  OF  THE  BOARD. 

Sta£f: 

6  at  $2, 500 15, 000 

5  at  1,200 6,000 

: 21,000 

OFFICE   OF  COUNSEL. 

Milton  C.  Elliott,  counsel 7, 500 

J.  P.  Cotton,  consulting  counsel 5, 000 

Staff: 

1  at  $3,600 3, 600 

1  at  $3,300 3,300 

1  at  $1,800 1,800 

1  at  $1,200 -• 1,200 

. 22,400 

DIVISION   OF  AUDIT  AND  EXAMINATION. 

Joseph  A.  Broderlck,  chief  of  division 6, 000 

Staff: 

1  at  $3,600 3, 600 

1  at  $2,250 2,250 

2  at  $1,500 3,000 

2  at  $1,000 2,000 

— :: —  16,850 

DIVISION  OF  REPORTS  AND  STATISTICS. 

Morris  Jacobson,  chief  of  division 3, 600 

Staff: 

1  at  $1,200 1,200 

1  at  $1,000 1, 000 

2  at  $900 1,800 

7,600 

DIVISION  OF  ISSUE. 

W.  E.  Buell,  chief  of  division 2, 500 

Staff: 

1  at  $1,800 1,800 

1  at  $1 ,000 1, 000 

2  at  $900 1,800 

1  at  $720 720 

7,820 

MESSENGERS. 

1  at  $780 780 

4  at  $720 2,880 

1  at  $120 ■ 120  _ 

3,780 

CHARWOMEN. 

3  at  $240 720  _ 

720 

Total 108.650 


.^i 


ANNUAL  REPORT   OF   THK   FEDERAL  RESERVE   BOARD.  101 

Salaries  of  Bank  Examinbrs  EFFBGnvB  in  the  Year  Ending  Dec.  3] ,  1915.' 

Section  21  of  the  Federal  Reserve  Act  directs  the  Federal  Reserve  Board,  upon 
recommendation  of  the  Comptroller  of  the  Currency,  to  fix  the  salaries  of  all  (national) 
bank  examiners  and  make  a  report  thereof  to  Congress,  the  expense  of  examinations  to 
be  assessed  by  the  Comptroller  of  the  Currency  upon  the  banks  examined  in  proportion 
to  assets  or  resources  held  by  the  banks  upon  the  dates  of  examinations.  All  national 
bank  examiners  are  appointed  by  the  Comptroller  of  the  Currency,  with  the  approval 
of  the  Secretary  of  the  Treasury.    The  list  follows: 

DISTRICT  NO.  1 — boston. 

(432  national  member  banks.) 

J.  D.  Brennan,  chief  examiner $8,000 

6  examiners,  at  13,000 18,000 

126,000 

DISTRICT  NO.  a — ^NBW  YORK. 

(612  national  member  banks.) 

Charles  Staiek,  chief  examiner 15,000 

1  examiner,  at  |5,000;  1  examiner,  at  $4,200;  2  examiners,  at 

$3,600;  1  examiner,  at  $3,000;  1  examiner,  at  $2,400 21,800 

36,800 

DISTRICT  NO.  a — ^PHILADBLFHIA. 

(628  national  member  banks.) 

E.  I.  Johnson,  chief  examiner 7, 500 

1  examiner,  at  $4,200;  1  examiner,  at  $3,600;  1  examiner,  at 

$3,000;  3  examiners,  at  $2,400 18,000 

25, 500 

DISTRICT  NO.  4 — CLEVELAND. 

(761  national  member  banks.) 

S.  H.  L.  Cooper,  chief  examiner 7, 500 

1  examiner,  at  $5,000;  1  examiner,  at  $4,200;  4  examiners,  at 

$3,600;  2  examiners,  at  $2,400 28,400 

35,900 

DISTRICT  NO.  6 — RICHMOND. 

(502  national  member  banks.) 

Thomas  P.  Howard,  chief  examiner 6, 000 

1  examiner,  at  $6,000;  1  examiner,  at  $3,600;  5  examiners,  at 

$3,000;  1  examiner,  at  $2,400 27,000 

33,000 

DISTRICT  NO.  6 — ^ATLANTA. 

(382  national  member  banks.) 

C.  H.  Abbott,  chief  examiner 6, 000 

3  examiners,  at  $3,600;  1  examiner,  at  $3,000;  1  examiner,  at 

$2,400 16.200 

22,200 

DISTRICT  NO.  7 — CHICAOO. 

(983  national  member  banks.) 

Sherrill  Smith,  chief  examiner 12, 000 

1  examiner,  at  $5,000;  1  examiner,  at  $4,200;  2  examiners,  at 

$3,600;  6  examiners,  at  $3,000;  2  examiners,  at  $2,400 39, 200 

61.200 

1  Two  examiDers,  whose  resignations  took  effect  Dec.  31, 1915,  omitted  from  list. 
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DISTRICT  NO.  8 — ST.   LOUIS. 

(468  national  member  banks.) 

C.  E.  French,  chief  examiner f  10, 000  — 

1  examiner,  at  $4,200;  3  examiners,  at  $3,000;  1  examiner,  at 

$2,400 16,600 

$25,600 

DISTRICT  NO.  0 — MINNBAPOLI8. 

(733  national  member  banks.) 
Peter  M.  Kerst,  chief  examiner 7,600 

1  examiner,  at  $4,200;  3  examiners,  at  $3,600;  2  examinere,  at 

$3,000;  3  examiners,  at  $2,400 28,200 

36,700 

DISTRICT  NO.  10— KANSAS  CITT. 

(948  national  member  banks.) 

J.  D.  Rising,  chief  examiner 6,000 

1  examiner,  at  $4,200;  1  examiner,  at  $3,600;  4  examiners,  at 

$3,000;  6  examiners,  at  $2,400 34, 200 

. 40,200 

DISTRICT  NO.  11— DALLAS. 

(637  national  member  banks.) 
J.  C.  Chidsey,  chief  examiner 6, 000 

1  examiner,  at  $3,600;  3  examiners,  at  $3,000;  2  examiners,  at 

$2,400 17,400 

1 23,400 

DISTRICT  NO.  12 — BAN  FRANCISOO. 

(527  national  member  banks.) 
Claud  Gatch,  chief  examiner 7, 600 

2  examinere,  at  $6,000;  3  examiners,  at  $4,200;  1  examiner,  at 

$3,600;  2  examiners,  at  $2,400 33, 000 

40.500 

Total 396,000 

RECAPrrULATION. 

Examining  staff: 

Chief  examiners — 

At  $15,000  per  annum 1 

At  $12,000  per  annum 1 

At  $10,000  per  annum 1 

At  $8,000  per  annum 1 

At  $7,500  per  annum 4 

At  $6,000  per  annum 4 

Total  chief  examiners 12 

Salaries,  chief  examiners 99, 000 

Other  examiners — 

At  $6,000  per  annum 3 

At  $5,000  per  annum 3 

At  $4,200  per  annum 10 

At  $3,600  per  annum 19 

At  $3,000  per  annum 32 

At  $2,400  per  annum 24 

Total  other  examiners 91 

Salaries,  other  examiners 297, 000 

Total  examining  staff 103 

Total  salaries 396, 000 
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Exiiibit  K.-^PROCEDURE  IS  PASSING  UPON  APPUCATIONS  OF  NATIONAL 
BANKS  FOR  FIDUCURY  POWERS  UNDER  SECTION  11  (K)  OF  THE  FED- 
ERAL  RESERVE  ACT. 

The  following  instructions  were  issued  to  all  Federal  Reserve  Agents: 

By  direction  of  the  Board  this  letter  is  sent  for  your  guidance  in  passing  upon  the 
applications  of  national  banks  for  the  privilege  of  exercising  the  powers  of  trustee, 
registrar,  executor,  and  administrator. 

All  applications  from  applying  banks  must  be  transmitted  first  to  the  Federal 
Reserve  Agent  of  the  district  in  which  the  bank  is  located,  who  will  forward  the  ap- 
plications with  his  recommendations  to  the  Federal  Reserve  Board.  The  Federal 
Reserve  Agent  in  making  his  recommendations  is  expected  to  take  into  consideration 
the  general  standing  of  the  bank,  character  of  its  management,  and  its  fitness  to  exer- 
cise the  fiduciary  powers  applied  for,  as  well  as  the  benefits  that  the  community  in 
which  the  bank  is  located  will  be  apt  to  receive  from  the  exercise  of  such  powers  by 
the  bank.  Special  weight  will  be  given  by  the  Federal  Reserve  Board  to  the  ap- 
ptxxval  or  disapproval  of  the  Federal  Reserve  Agent.  Applications  that  are  recom- 
mended by  him  for  approval  will  be  referred  by  the  Board  to  a  committee  which, 
after  a  careful  examination  of  the  records  on  file  in  the  office  of  the  Comptroller  of  the 
Currency  relating  to  the  business  and  the  management  of  the  bank,  will  report  to 
the  Board  favorably  or  adversely,  as  the  case  may  be,  upon  the  application. 

In  addition  to  the  points  above  outlined  the  Board's  committee  considers  the 
strength  of  the  bank  as  shown  by  its  statements  and  by  the  examiner's  reports,  and 
especial  weight  is  attached  to  the  observance  on  the  part  of  the  bank  of  the  require- 
ments of  law  and  of  the  regulations  and  admonitions  which  are  sent  out  from  time 
to  time  by  the  Comptroller's  office. 

It  is  not,  as  a  rule,  deemed  advisable  to  grant  permits  for  the  exercise  of  fiduciary 
poweiB  to  a  national  bank — 

(1)  Where  its  surplus  does  not  amount  to  at  least  20  per  cent  of  its  capital  stock. 

(2)  Where  reports  show  that  it  is  carrying  an  excessive  amoimt  of  past-due  or  doubt- 
ful paper. 

(3)  Where  it  is  carrying  real  estate  loans  not  authorized  by  law. 

(4)  Where  it  is  shown  that  the  bank  is  in  the  habit  of  granting  excessive  overdrafts 
continuously. 

(5)  Where  the  loans  of  the  bank  are  not  well  distributed,  by  reason  of  an  excessive 
proportion  of  the  total  loans  having  been  granted  to  a  few  interests,  or  where  loans 
made  to  officers  and  directors  are  too  laige  in  proportion  to  the  total  amount  of  loans, 
or  are  not  well  secured. 

(6)  Where  the  examiners  have  rei)orted  that  the  directors  do  not  direct  or  are  lax 
or  negligent  in  their  attendance  at  board  meetings  or  in  giving  attention  to  the  bank's 
management  and  direction. 

Federal  Reserve  Agents  in  making  their  recommendations  are  expected  to  pay 
particular  attention  to  the  strength  of  the  management  of  the  bank  from  a  moral 
standpoint,  and  should  decline  to  recommend  any  application  where  they  feel  that 
the  officers  of  the  bank  as  individuals  would  not  be  worthy  of  being  intrusted  with 
the  management  of  trust  funds  or  the  administration  of  estates. 
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Exhibit  M.--CHANGES  IN  FEDERAL  RESERVE  DISTRICTS. 

The  RBDiSTRicrriNO  Decision.* 

Shortly  after  its  oiganization,  the  Federal  Reserve  Board  received  petitions  from 
banks  located  in  several  of  the  Federal  Reserve  Districts,  asking  the  transfer  of  desig- 
nated portions  thereof  to  other  districts.  These  petitions  were  filed  under  section  1 
of  the  Federal  Reserve  Act,  which  provides  for  an  appeal  from  the  decision  of  the 
Organization  Committee  to  the  Board,  in  the  following  language: 

''As  soon  as  practicable  *  *  *  the  Reserve  Bank  Organization  Committee  shall 
designate  not  less  than  eight  nor  more  than  twelve  cities  to  be  known  as  Federal  Reserve 
cities,  and  shall  divide  the  continental  United  States,  excluding  Alaska,  into  districts, 
each  district  to  contain  only  one  of  such  Federal  Reserve  cities.  The  determination 
of  said  organization  committee  shall  not  be  subject  to  review  except  by  the  Federal 
Reserve  Board  when  organized:  Provided,  That  the  districts  shall  be  apportioned  with 
due  regard  to  the  convenience  and  customary  course  of  business  and  shall  not  neces- 
sarily be  coterminous  with  any  State  or  States.  The  districts  thus  created  may  be 
readjusted  and  new  districts  may  from  time  to  time  be  created  by  the  Federal  Reserve 
Board,  not  to  exceed  twelve  in  all.    *    *    *  " 

The  Board,  recognizing  the  general  desire  for  the  establishment  of  the  Federal 
Reserve  Banks  at  as  early  a  date  as  practicable,  determined  to  defer  the  investigation 
and  hearing  of  these  petitions  until  a  later  date,  announcing,  however,  that  the  action 
taken  with  reference  to  the  banks  would  not  prejudice  the  decision  to  be  arrived  at 
later,  when  the  petitions  should  come  up  for  definite  determination. 

When  the  first  pressure  of  work  attending  the  organization  of  the  banks  was  over, 
dates  were  set  for  the  hearing  of  the  petitions,  and  during  the  months  of  January  and 
February,  1915,  all  that  had  then  oeen  filed  were  heard  by  counsel.  A  detailed  list 
of  the  dates  set  for  the  hearings  and  a  statement  of  other  facts  relating  to  the  proceed- 
ings were  printed  in  the  First  Annual  Report  of  the  Board  (p.  192).  Subsequently 
the  petition  of  certain  banks  in  Tennessee  for  transfer  from  district  No.  6  to  district 
No .  5  was  withdrawn ,  at  least  for  the  time  being.  This  left  the  following  cases  pending 
before  the  Board: 

(1)  The  petition  of  certain  banks  in  northern  New  Jersey  for  transfer  from  district  > 
No.  3  to  district  No.  2. 

(2)  The  petition  of  certain  banks  in  West  Virginia  for  the  transfer  of  the  counties 
of  Wetzel  and  Tyler  from  district  No.  5  to  No.  4. 

(3)  The  petition  of  certain  banks  in  Oklahoma  for  transfer  from  district  No.  11  to 
district  No.  10. 

(4)  The  petition  of  certain  banks  in  Nebraska  and  Wyoming  for  transfer  from  district 
No.  10  to  No.  7. 

(5)  The  petition  of  the  city  of  Baltimore  to  be  designated  as  the  headquarters  of 
district  No.  5  in  place  of  Richmond,  Va. 

(6)  The  petition  of  the  city  of  Pittsburgh  to  be  designated  as  the  headquarters  of 
district  No.  4  in  place  of  Cleveland,  Ohio. 

Meantime,  on  March  13,  certain  banks  in  southern  Wisconsin  had  filed  a  petition  for 
transfer  from  district  No.  9  to  district  No.  7,  and  still  more  recently,  on  May  10,  certain 
banks  in  Connecticut  filed  a  petition  for  transfer  from  district  No.  1  to  district  No.  2. 
These  last  two  petitions,  however,  were  received  at  a  time  when  the  Board  had  either 
decided  or  was  on  the  point  of  deciding  the  cases  already  presented .  They  were  conse- 
quently not  included  in  the  action  finally  taken,  but  were  reserved  for  later  hearing 
and  adjudication. 

When  the  arguments  and  briefs  relating  to  the  petitions  already  enumerated  were 
in  hand,  they  were  apportioned  to  committees  of  the  Board.    These  committees 

1  Reprinted  from  the  Federal  Reserve  BuUetln  of  Juno  1, 1915. 


AKNUAL  BEPOBT  OF  THE'FEDEBAL  BESEBV£  BOABD. 


115 


reviewed  the  testimony  and  filed  reports  making  recommendations  with  regard  to  the 
best  method  of  disposing  of  the  subjects  referred  to  them.  Action  would  then  have 
been  taken  had  it  not  been  for  the  necessary  absence  of  some  members  of  the  Board. 
This  necessitated  a  postponement  of  action  during  the  latter  part  of  March  and  the 
whole  of  April.  It  was  then  voted  to  take  definite  action  respecting  the  pending  cases 
which  had  been  heard  at  some  time  during  the  week  beginning  May  3.  In  accordance 
with  this  determination  the  Board  on  May  4  passed  the  following  resolution: 

^'Be  it  resolved,  That  the  recommendations  of  the  respective  committees  be  adopted 
and  approved,  and  that  the  petitions  of  the  banks  in  southern  Oklahoma,  northern 
New  Jersey,  Tyler  and  Wetzel  Counties,  West  Virginia,  be  granted;  and, 

*^Be  it  also  resolved,  That  the  petition  of  the  banks  of  Wyoming  and  Nebraska  be 
denied;  and, 

'*Be  it  further  resolved,  That  action  on  other  pending  petitions  be  deferred  until 
further  experience  in  the  actual  operation  of  the  several  districts,  especially  in  the 
light  of  the  new  clearing  system  which  is  about  to  go  into  effect,  and  of  the  extent  to 
which  State  banks  take  membership  in  the  Federal  Reserve  System,  shall  have  pro- 
vided the  Board  with  the  necessary  data  for  a  conclusion,  it  being  the  opinion  of  the 
Board  that  action  on  petitions  relating  to  changes  In  cities  designated  as  the  location 
of  Federal  Reserve  Banks  should  be  deferred  until  the  Board  shall  have  reached  a 
conclusion  from  experience  as  to  any  further  readjustments  in  the  boundaries  of  the 
several  districts,  or  in  the  number  of  districts,  which  may  be  desirable  in  the  operation 
and  development  of  the  Federal  Reserve  System." 

It  will  be  seen  that  the  Board  in  this  decision  denied  one  of  the  petitions — that  of 
Nebraska  and  Wyoming—deferred  action  on  two,  those  of  the  cities  of  Baltimore  and 
Pittsburgh,  for  future  consideration,  and  granted  three,  those  of  the  banks  of  New 
Jersey,  West  Virginia,  and  Oklahoma. 

In  order  to  make  plain  exactly  what  changes  in  the  previous  dierfxicts  were  made 
effective  by  the  granting  of  these  three  petitions,  the  accompanying  map  has  been 
drawn,  and  is  herewith  presented  for  the  purpose  of  showing  the  boundaries  of  the 
12  districts  as  they  stand  to-day.  Inasmuch  as  the  map  Is  drawn  upon  too  small  a 
scale  to  admit  of  the  clear  representation  of  counties,  there  is  hereto  appended  a  list 
of  counties  in  each  of  the  States  affected  by  the  redistricting. 

The  names  and  capitalization  of  the  banks  in  these  transferred  territories  are 
likewise  given. 

NEW  JERSBT. 

Counties  trans/erred  to  district  No,  t. 


Beigen. 

Himterdon. 

Morris. 

Sussex. 

Essex. 

Middlesex. 

Passaic. 

Union. 

Hudson. 

Monmouth. 

Somerset. 

Warren. 

Counties 

remaining  in  district  No.  S. 

Atlantic. 

Cape  May. 

Gloucester. 

Ocean. 

Burlington. 

Ciunberland 

Mercer. 

Salem. 

Camden. 

OKLAHOMA. 

Counties  \ 

trans/erred  to  district  No,  JO, 

Beckham. 

Greer. 

Kiowa. 

Pittsburg. 

Caddo. 

Latimer. 

Pontotoc. 

Carter. 

Haskell. 

Le  Flore. 

Roger  Mills. 

Comanche. 

Hughes. 

Love. 

Stephens. 

Custer. 

Jackson. 

McCUin. 

Tillman. 

Garvin. 

Jefferson. 

Murray. 

Washita. 

Grady. 
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Counties  remaining  in  district  No,  11. 


Atoka. 
Bryan. 


Choctaw. 
Goal. 


Johnston. 
McCurtain. 


Marahall. 
Puahmataha. 


WEST  VIRGINIA. 


In  West  Viiginia  the  counties  of  Wetzel  and  Tyler  were  transferred  from  district 
No.  5  to  district  No.  4. 


NEW  JERSEY. 


List  of  banks  transferred  to  district  No.  2. 


Name  of  bank. 


Earmers  National 

First  National 

Seacost  Nat  ional 

Atlantic  Highlands  National . . . 
First  National 

Do 

Belvldere  National 

Warren  County  National 

Bcmardsville  National 

First  NationaL 

Peoples  National 

Bloomfield  National 

Citixens  National 

Boonton  National 

Bound  Brook  NationaL 

First  National 

Do 

Do 

Do 

Cltixens  National 

Caldwell  National 

Califon  National 

Carlstadt  National 

Clinton  Nat  ional 

First  National 

Do 

Closter  National 

National  Union 

First  National 

Do 

Do 

Do 

National  State 

Citizens  National 

First  National 

Fleminfiitan  National 

Hunterton  County  National . . . 

First  National 

Central  National 

First  National 

National  Freehold  Banking  Co. 

Union  National 

First  National 

Do 

Hackensack  National 

Peoples  National 

Hackettstown  National 

Peoples  National 

Hanlyston  National 

First  National 

Do 

Second  National 

First  Nat  ional 

trvlngton  NationaL 

FirstNational 

Do 

Hudson  County  National 

Merchants  National 

Keansburg  National 

Peoples  National 

AmweU  National 

LambertviUe  National 

Little  Falls  National 

First  National 


Location. 


AUentown 

Arlington 

Asbury  Park. 

Atlantic  Highlands. 

Belleville 

Belmar 

Belvidere 

do 

Bemardsville 

Blairstown. 

.....do 

Bloomfield 

Bloomsbury 

Boonton 

Bound  Brook 

do 

Bradley  Beach 

BranchyiUe 

Butler 

Caldwell 

do 

Califon 

Carlstadt 

Clinton 

do 

Cranbury 

Closter 

Dover. 

Dunellen. 

East  Newark 

Eatontown 

Edgewater 

Elizabeth 

Englewood 

Englishtown 

Flemington 

do 

Fort  Leo 

Freehold 

do 

do 

Frenchtown 

Garfield 

Guttenburg 

Hackensack. 

do 

Hackettstown 

do 

Hamburg 

High  Bridge 

Hoboken. 

do 

Hope 

Irvington 

Jamesburg 

JersevCity 

V.'.V.^'.'.V.V.V.V.'.W 

Keansburg 

Keyport 

Lambertville 

do 

Little  Falls 

Lodi 


Capital  and 
surplus. 


S10O,000 

81,0t» 

175,000 

100,000 

235,000 

75,000 

175,000 

100,000 

50,000 

60,000 

75,000 

150,000 

25,000 

200,600 

60,000 

125,000 

27,500 

60,000 

100,000 

4LO0O 

50,000 

31,000 

60,000 

150,000 

70,000 

150,000 

50,000 

375,000 

40,000 

85,000 

83,000 

50,000 

1,000,000 

150.000 

58,500 

200,000 

200,000 

40,000 

100,000 

150,000 

100,000 

160,000 

64,000 

75,000 

200,000 

300,000 

250,000 

100,000 

85,000 

30,000 

060,000 

400,000 

32,000 

145,000 

75,000 

1,200,000 

750,000 

2SO,000 

97,500 

60»flQ0 

167,a» 

2ttLWI 
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List  of  hanks  transferred  to  district  No,  i — Continued. 


Name  of  oank. 


Location. 


CitiMDs  Natloml 

FintNatioDBl 

Do 

Do 

Ifanasqaan  National 

Flarman  A  Merchants  Nationai . . 

lietuchen  National 

First  Natlooal 

Do 

EanxNaticDal 

First  Natiooal 

NatioDallroo , 

First  National 

CitiMDsNaUonal 

American  NationaL , 

Broad-Market  National 

Essex  County  National 

Manuiaotuers  Natiooal 

Merchants  National 

National  Newark  Banldng  Co. . . . 

National  State  Bank 

North  Ward  National 

Union  Natiooal 

National  Bank  of  New  Jersey 

Peoples  NationaL 

Merchants  Natiooal 

Sussex  National. 

Ocean  Grove  Natiooal 

Orange  National 

Second  National 

Fassaio  National 

FirstNational 

Paterson  National 

Second  National 

FirstNational 

PhflUpsburv  National 

Second  National , 

City  National 

FirstNational 

Rahway  National 

FirstNational 

Second  National 

FirstNational 

Do 

Do 

Do 

Do 

Rutherford  National 

FirstNational 

Do 

Do 

Second  National 

FirstNational 

Do 

Do 

Do 

Farmera  National 

FirstNational 

Do 

Do 

National  Bank 

Peoples  National 

National  Bank  of  North  Hudson . 
FirstNational 

Do 

Do 

Do 


Lons  Branch. 

Lyndhurst... 

Madison 

Manasquan. . 
Matawan.... 
Metuchen.... 

MOford 

Mnbam. 

Montclair 

....do 

MoRistown.. 

.....do 

Netconc; 

Newark 

....do 

....do 

.....do 

....do 


.....do 

do 

.....do 

do 

New  Brunswick 

.....do..,. 

Newton 

do 

Ocean  Grove 

Orange 

do 

Passaic , 

Paterson 

do 

do 

Perth  Amboy , 

Phniipeburg 

do , 

Plalnileld 

do 

Rahway 

Ramsey 

Red  Bank 

Ridgefield  Park 

Ridcewood 

RodBBway 

Roosevelt 

Roselle 

Rutherford 

Sea  Bright 

Secaucus 

Somerville 

do 

South  Amboy 

South  River , 

Spring  Lake 

Summit 

Sussex 

Tenaily 

Town  of  Union 

Washington. 

Westfletd 

do 

WestHoboken 

West  Orange 

Westwood 

Whitehouse  Station. 
Woodbridge 


Capital  and 
surplus. 


Total. 


t250,000 

ISO,  000 

55,000 

85,000 

75,000 

150,000 

65,000 

45,000 

87,000 

187,500 

150,000 

250,000 

400,000 

50,000 

375,000 

270,000 

2,000,000 

750,000 

1,000,000 

2,000,000 

750,000 

500,000 

3,000,000 

500,000 

250,000 

190,000 

400,000 

50,000 

300,000 

300,000 

550,000 

1,100,000 

600,000 

350,000 

300,000 

500,000 

150,000 

300,000 

300,000 

150,000 

45,000 

225,000 

60.000 

110,000 

30,000 

50,000 

65,000 

150,000 

'    32,500 

25,000 

250,000 

100,000 

125,000 

125,000 

75,000 

100,000 

200,000 

50,000 

125,000 

250,000 

123,948 

80,000 

115,000 

120,000 

47,000 

47,000 

40,000 


32,071,448 
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OKLAHOMA. 


Lift  of  hanks  transferred  to  district  No.  10. 


Name  of  bank. 


The  First  National  Bank 

Merchants  &  Planters  National 

First  National 

Do 

Do 

City  National 

First  National 

Do 

National  Bank  of ; do 

First  National Apache 


Location. 


Ada 

....do 

Addington. 

Alex 

AUen 

Altus 

....do 

Anadarko.. 


Do 

Ardmore  National 

First  National 

State  National 

First  National 

Do 

Do 

Calvin  National 

First  National 

The  Chickasha  National 

Citizens  National 

First  National 

Oklahoma  National 

First  National 

Oklahoma  State  National 

First  National 

Cordell  National 

Farmers  National 

State  National 

First  National 

Peoples  State  National 

First  National 

City  National 

Duncan  Nat  onal 

First  National 

Do 

Do 

Francis  National , 

First  National 

National  Bank  of  Commerce. . . 
First  National 

Do 

Farmers  National 

First  N  ational 

National  Bank  of. 

First  National 

State  N  ational 

City  National 

Farmers  &  Merchants  National 

First  N  ational 

American  National 

Farmors  National 

First  National 

City  National 

National  Bank  of  Commerce.... 

State  National 

Farmers  National 

First  National 

Keota  National 

First  National , 

Peoples  National 

City  National 

First  National 

Do 

Do 

Do 

Mangum  National 

First  National 

Marietta  National 

The  National  Bank  of 

State  National 

Farmers  N  ational 

First  National 

American  National 

City  National 

First  National 

Do 

Do 


Arapaho 

Ardmore 

do 

do. 

Btfwyu , 

Blair 

Blanchard 

Calvin 

do 

Chickasha 

....do 

....do 

do 

Clinton 

.....do 

Comanche 

CordeU 

....do 

....do 

Custer  City 

.....do 

Davis 

Duncan 

....do 

....do 

Eldorado 

Elk  City 

Francis 

Frederick 

....do 

Gotebo 

Grandiield 

Hammon 

Hartshome 

Hastings 

Heavener 

....do 

Hobart 

....do 

....do 

Holdenville 

....do 

....do 

HoUls 

....do 

....do 

Hydro 

....do 

Keota 

Kiowa 

....do 

Lawton 

....do 

Lindsay 

Lone  wolf 

Mangum 

Marietta 

do 

Marlow 

do 

MavsvUle 

do 

McAlester 

do 

do 

Minco , 

Mountain  View. 


Capital  and 
surplos. 


160,000 
00,000 
26,722 
45,000 
30,000 
54,500 
67,250 
60,000 
30,000 
30,000 
30,000 
120,000 
200,000 
110,000 
30,000 
29,000 
50,000 
28,000 
30,000 
113,500 
90,000 
260,000 
125,000 
35,000 
27,750 
30,000 
35,000 
28,500 
33,500 
30,000 
30,000 
60,000 
42,000 
50,000 
60,000 
40,000 
56,000 
30,900 
72,000 
90,000 
27,700 
30,000 
27,660 
75,000 
28,500 
31,000 
25,000 
33,500 
60,000 
30,000 
30,000 
27,600 
30,000 
25,500 
30,000 
25,000 
25,060 
27,500 
28,600 
36,000 
27,500 
100,000 
110,000 
50,000 
34,000 
75,000 
80,000 
75,000 
100,000 
29,200 
26,750 
27,600 
32,600 
125,000 
55,000 
135,000 
30,000 
30,000 
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List  of  banks  trans/erred  to  district  No,  10 — Continued. 


Name  of  bank. 


First  NatJonal 

Do 

Do 

National  Bank  of  Commerce. .. . 

Pauls  Valley  National 

First  National 

National  Bank  of 

The  Chickasaw  National 

Union  National 

First  National 

Do 

Fumers  A  Merchants  National. 
First  National 

Do 

Do 

Beckham  County  National 

First  National 

Do 

Do 

Do 

American  Nati<»ial 

Fixst  National 

Do 

Do 

Do 

Park  National 

First  National 

Temple  National 

First  National 

Do. 

National  Bank  of. 

First  National 

Walters  National 

First  National 

Do 

Waorika  National 

First  National 

German  National 

American  National 

First  National 

lAtfmtr  Coonty  National 

First  National 

Sonttaeni  National 


Location. 


Total. 


New  Wilson.. 

Olustee 

Pauls  Valley.. 

....do , 

....do 

Poteau 

....do 

Purcell 

....do 

Quinton 

RiMling 

.!*.Ao.\\'.V.'.'.. 
Rush  Springs. 

Ryan 

Sayre 

.....do 

Sentinel 

Snyder 

Spfro 

Sllgler 

do 

Stonewall.... 

Stratford 

Stuart 

Sulphur 

Tauhina 

Temple 

Thomas 

Verden 

....do 

Walters 

....do 

Washington.. 

Waurika 

do 

Weatherford. 

do 

Wetumka . . . 

do 

Wilburton  . . 

Wynnewood. 

do 


Capital  and 
surplus. 


925,000 
30,000 

150,000 
60,000 
30,000 
42,500 
60,000 
75,000 
33,000 
30,000 
50,400 
37,500 
36,000 
36,000 
60,000 
27,500 
32,500 
27,500 
27,500 
29,000 
30,000 
60,000 
42,000 
27,500 
29,000 
30,000 
26,250 
27,500 
30,000 
26,500 
30,000 
30,000 
10,000 
26,000 
27,650 
25,500 
28,500 
60,000 
30,000 
35,500 
29,000 

100,000 
80,000 


5,9M,873 


WEST  vmaiNiA. 


List  of  banks  transferred  to  district  No.  4- 


Name  of  hank. 


First  National 

Do 

Farmers  and  Producers  National. 

First  National 

Peoples  National 


Total 


Location. 


Middleboume 

New  Martinsville. 

Sistersvllle 

do 

.....do 


Capital  and 
surplus. 


$39,500 
75,000 
136,000 
165,000 
115,000 


530,000 


The  pending  cases  divide  themselves  into  two  broadly  distinguishable  classes,  the 
one  involving  extensive  revision  of  the  work  already  done  and  requii:ing  for  its  elucida- 
tion and  proper  determination  knowledge  which  could  come  only  from  exx>erience 
and  obeervation  of  the  actual  working  of  the  several  Federal  reserve  banks;  the  other 
involving  simpler  and  less  extensive  interests  and  requiring  less  detailed  information 
as  to  the  whole  problem  of  districting. 
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The  Board's  announcement  on  the  whole  subject,  while  going  as  far  as  it  has  been 
deemed  practicable  under  existing  conditions  to  take  action,  is  not  at  all  to  be  re- 
garded as  final  and  was  not  intended  to  be  so.  The  right  to  act  further  on  the  matter 
is  reserved  for  future  exercise  as  that  may  be  necessary  and  at  any  time.  Although 
there  has  been  no  express  statement  to  that  effect,  it  is  a  clear  inference  from  the 
opinion  handed  down  that  future  actbn  will  depend  very  much  upon  the  course  of 
events  in  the  districts  as  they  are  now  made  up,  and  will  be  determined  by  the  con* 
ditions  that  are  disclosed  in  the  operations  of  the  banks. 
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PART  n. 


REPORTS  OF  FEDERAL  RESERVE  AGENTS  TO 

FEDERAL  RE^RVE  BOARD, 


y 


REPORTS  OF  FEDERAL  RESERVE  AGENTS. 


In  accordance  with  a  request  from  the  Federal  Reserve  Board, 
each  Federal  Reserve  Agent  has  submitted  a  report  to  it  concerning 
the  operation  of  the  Federal  Reserve  Bank  of  his  district  for  the  past 
year.  These  reports  are  herewith  presented  as  personal  expressions 
of  the  Federal  Reserve  Agents,  all  recommendations  for  changes  in 
law  being  omitted: 

DISTRICT  NO.  1— BOSTON. 

Frederic  H.  Curtiss,  Chainnan  and  Federal  Reserve  Agent. 

Owing  to  the  prevailing  low  rates  for  money,  due  to  a  large  extent  to  the  money 
released  by  the  new  reserve  requirements  and  to  the  advances  made  on  emergency 
orders,  member  banks  have  found  it  necessary  to  rediscount  with  this  bank  only 
to  a  limited  extent,  and,  therefore,  to  meet  operating  expenses  the  directors  of  this 
bank  have  found  it  necessary  to  seek  investments  in  the  open  market. 

Municipal  notes,  bankers'  acceptances,  and,  to  a  limited  extent,  Government  bonds 
have  thus  far  constituted  its  principal  investments. 

A  retrospect  of  conditions  existing  at  the  time  the  Federal  Reserve  Banks  began 
operations,  November  16,  1914,  should  be  of  interest.  There  was  outstanding  in  this 
district  on  November  16,  1914,  about  $31,000,000  of  emergency  currency,  consisting 
of  Aldilch-Vreeland  notes  and  clearing-house  certificates.  The  Boston  banks  showed 
a  deficit  with  their  reserve  agents  and  only  a  moderate  excess  in  cash.  The  comp- 
troller's call  of  October  31,  1914,  showed  bills  payable  and  notes  rediscounted  of 
about  $6,000,000,  most  of  this  being  borrowed  by  the  country  banks.  At  the  date  of 
that  call  many  of  these  banks  were  running  below  their  r^erves  and  the  total  surplus 
reserve  of  the  banks  in  the  district  waa  abnormally  low.  Money  rates  were  high. 
Demand  money  to  brokers  ranged  from  5|  to  7  per  cent,  and  the  commercial  borrower 
was  obliged  to  pay  6  per  cent  and  even  higher  for  accommodation  up  to  six  months. 
Member  banks  were  restricting  their  own  customers  and  were  out  of  the  market  for 
outside  paper. 

The  Boston  Stock  Exchange  was  closed  except  for  dealings  through  a  committee, 
and  only  limited  transactions  were  allowed.  The  associated  banks  of  Boston  were 
paying  balances  through  the  Boston  clearing-house  in  clearing-house  certificates  and 
bank  notes.  Within  a  few  days  after  the  opening  of  the  Federal  Reserve  Bank  call 
money  was  lending  at  4}  to  5  per  cent,  and  commercial  paper  was  moving  fairly 
freely  at  5^  to  6  per  cent.  The  new  reserve  requirements,  which  went  into  effect 
at  the  date  of  opening  of  the  bank,  were  materially  felt  throughout  the  district. 

Ope  NINO  OF  the  Bank. 

As  80041  as  the  board  of  directors  of  this  bank  organized  one  of  their  first  official 
actions  was  the  selection  of  its  executive  officer,  the  Grovemor.  After  a  most  careful 
canvass  of  eligible  men  the  position  was  offered  to  and  accepted  by  Mr.  Alfred  L. 
Aiken,  at  that  time  president  of  the  Worcester  National  Bank,  Worcester,  Mass. 

As  it  was  deemed  advisable  to  have  a  Deputy  Governor,  Mr.  Thomas  t*.  Beal,  class 
A  director,  and  president  of  the  Second  National  Bank  of  Boston,  at  the  request  of 
the  directors  consented  to  assume  that  position  without  compensation  until  such 
time  a^  the  8erviQjMAHMl|bw  officer  were  required, 
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Mr.  Florrimon  M.  Howe,  assistant  cashier  of  the  Old  Colony  Trust  Co.,  Boston,  was 
chosen  cashier  of  the  bank. 

Temporary  banking  rooms  were  secured  at  101  Milk  Street  and  vaults  were  hired 
from  the  New  England  Trust  Co.     , 

The  first  payment  on  capital  stock  was  received  at  the  Subtreasury,  through  the 
courtesy  of  Mr.  Charles  8.  Strecker,  the  assistant  treasurer.  This  payment  amounted 
to  $1,618,924.99  and  was  practically  all  received  on  or  before  November  2,  1914. 
The  stock  of  this  bank  was  subscribed  in  about  the  following  proportionfl: 

Banks  in  group  1  approximately  76f  per  cent 

Banks  in  group  2  approximately  16iV  P^^  <^i^^ 

Banks  in  group  3  approximately  7i^  per  cent 

Group  1,  banks  with  a  capital  and  surplus  over  $250,000;  group  2,  banks  between 
$120,000  and  $250,000;  group  3,  banks  under  $120,000. 

The  first  shipment  of  Federal  Reserve  notes  was  also  received  at  the  Boston  Sub- 
treasury,  where  they  were  stored  until  the  permanent  vaults  were  ready  for  occupancy. 

Acting  under  instructions  from  the  Secretary  of  the  Treasiuy,  this  bank  was  opened 
for  business  on  November  16,  1914,  and  the  first  payment  of  reserves  was  received  at 
the  Subtreasury.  This  payment  amounted  to  approximately  $15,000,000,  about 
$9,300,000  of  this  being  paid  in  gold,  showing  that  the  request  of  the  Federal  Reserve 
Board  to  member  banks  that  they  make  this  payment  in  gold  met  with  satisfactory 
response. 

Permanent  quarters  were  later  secured  at  53  State  Street,  to  which  the  bank  moved 
on  January  1,  1915.  These  quarters  are  on  the  first  floor  of  the  Exchange  Building, 
and  cover  about  4,283  square  feet  of  floor  space.  These  rooms  were  formerly  occupied 
by  a  bank  and  are  well  adapted  to  present  needs.  They  furnish  adequate  space  for 
offices,  a  directors'  room,  cages,  and  space  for  clerical  work.  They  are  rented  at  an 
annual  rental  of  $12,500  and  a  lease  was  taken  for  four  years  from  January  1,  1915. 
The  vaults  in  this  room  are  modem,  well  arranged,  and  adequate  for  daily  needs.  In 
the  same  building  there  has  been  rented  from  a  safe-deposit  company  vaults  formerly 
occupied  by  the  Boston  Clearing  House  Association,  and  in  these  are  carried  the 
bank's  main  reserves.  Federal  Reserve  notes  and  the  gold  in  the  custody  of  the  Fed- 
eral Reserve  Agent  are  kept  in  separate  safes  in  the  same  vault. 

Internal  Oroanizatton  and  Personnel  of  the  Bank. 

The  bank  has  a  governor,  a  deputy  governor  (who  is  inactive),  a  cashier,  assistant 
cashier,  chief  clerk,  paying  teller,  receiving  teller,  discount  clerk,  assistant  discount 
clerk,  and  eight  other  clerks,  including  stenographers,  a  telephone  operator,  book- 
keepers, etc.  Owing  to  the  exigencies  connected  with  the  early  opening  of  the  bank, 
the  employees  were  chosen  with  emphasis  given  to  their  past  experience  in  the  posi- 
tion to  be  filled,  and  therefore  most  of  them  were  drawn  from  the  large  commercial 
banks,  and  the  efficiency  of  these  clerks  has  been  an  important  factor  in  keeping  the 
staff  at  a  minimum. 

The  Federal  Reserve  Agent  is  in  chaige  of  the  credit  and  the  statistical  department 
of  the  bank.  He  has  an  assistant,  a  secretary,  and  a  stenographer.  The  deputy  Fed- 
eral Reserve  Agent,  after  the  early  stages  of  the  organization  of  the  bank,  apart  from 
his  duties  as  director  has  been  active  only  in  the  absence  of  the  Federal  Reserve  Agent, 
the  department  in  its  present  stage  of  development  not  requiring  the  services  of  two 
officials. 

When  the  operating  force  of  the  bank  has  at  any  time  had  an  unusual  volume  of 
work  put  upon  it  the  clerical  force  of  the  Federal  Reserve  Agent's  department  has 
been  freely  used  by  the  bank,  and  this  has  helped  to  keep  the  clerical  force  of  the 
bank  small.  This  department  has  collected  a  modemle-sizcd  reforence  library,  which 
has  proved  of  considerable  value  to  the  officers  of  this  bank  and  to  member  banks. 
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By-laws. 

At  a  meedBg  of  the  board  of  directors  on  November  5, 1914,  the  following  by-laws 
were  approved.  Since  that  time  two  amendments  have  been  made,  one  adopted  on 
June  3, 1915,  and  the  other  on  September  2, 1915,  both  being  in  regard  to  the  time  of 
directors'  meetings: 

By-laws  of  the  Federal  Reserve  Bank  of  Boston. 

Article  1. — Directors, 

Section  1.  Quorum. — ^A  majority  of  the  directors  shall  constitute  a  quorum  for  the 
transaction  of  business,  but  less  tlian  a  quorum  may  adjourn  from  time  to  time  imtil 
a  quorum  is  in  attendance. 

Sec  2.  Vacancies. — ^As  soon  as  practicable  after  the  occurrence  of  any  vacancy  in 
the  membership  of  the  bourd  the  chairman  of  the  board  shall  take  such  steps  as  may 
be  necessarv  to  cause  such  vacancv  to  be  filled  in  the  manner  provided  by  law. 

Sec.  3.  liutings. — ^Iliere  shall  oe  a  resnilar  meetinfi[  of  the  board  every  Thursday 
at  2.30  o'clock  p.  m.  or,  if  that  day  be  a  holiday,  on  the  first  preceding  full  business 
day.  llie  chairman  of  the  board  may  call  a  special  meeting  at  any  time  and  shall  do 
so  upon  the  written  request  of  any  three  directors  or  of  the  governor.  Notice  of  regular 
and  special  meetings  may  be  given  by  mail  or  bv  telegraph.  If  given  by  mail,  such 
notice  shall  be  maued  at  least  two  davs  before  the  date  of  the  meeting.  If  siven  by 
telegraph,  such  notice  shall  be  dispatcned  at  least  one  day  before  the  date  of  the  meet- 
ing. Notice  of  any  meeting  may  be  dispensed  with  if  each  of  the  directors  shall  in 
writing  waive  such  notice. 

Sec  4.  Powers. — ^The  business  of  this  bank  shall  be  conducted  under  the  super- 
vision and  control  of  its  board  of  directors,  subject  to  the  supervision  vested  by  law 
in  the  Federal  Reserve  Board.  The  board  of  directors  shall  appoint  the  ofS^cers  and 
fix  their  compensation.  The  board  may  appoint  legal  counsel  for  the  bank,  define 
his  duties,  and  fix  his  compensation. 

Sec  5.  Special  committtes. — Special  business  of  the  bank  may  be  referred  from 
time  to  time  to  special  committees,  which  shall  exercise  such  powers  as  the  board 
m&y  delegate  to  them. 

Sec  6.  Order  of  business. — ^The  board  may  from  time  to  time  make  such  regulations 
as  to  order  of  business  as  may  seem  to  it  desirable. 

Article  2. — Executive  committee. 

Section  1.  How  constituted. — ^There  shall  be  an  executive  committee  consisting  of 
the  governor,  the  Federal  Reserve  Agent,  and  one  or  more  directors  chosen  from 
classes  A  or  B;  the  member  or  members  of  the  committee  chosen  by  the  bo^  shall 
serve  during  the  pleasure  of  the  board  or  for  terms  fixed  by  it.  Not  less  than  three 
members  of  the  committee  shall  constitute  a  quorum  for  the  transastion  of  business, 
and  action  by  the  committee  shall  be  upon  the  vote  of  a  majority  of  those  present  at 
any  meeting  of  the  committee.  The  committee  shall  have  power  to  fix  the  time  and 
place  of  holoing  regular  or  special  meetings  and  the  method  of  giving  notice  thereof. 

Minutes  of  all  meetings  of  the  executive  committee  shall  be  kept  by  the  secretary, 
and  such  minutes  or  digests  thereof  shall  be  submitted  to  the  members  of  the  b^a 
of  directors  at  its  next  succeeding  meeting.  Such  minutes  shall  be  read  to  the  meeting 
if  required  by  any  member  of  the  board. 

Sec  2.  Powers. — Subject  to  the  supervision  and  control  of  the  board  of  directors, 
as  set  forth  in  article  1,  section  4,  the  executive  committee  shall  have  the  following 
powers: 

(a)  To  pass  upon  all  commercial  paper  submitted  for  discount. 

(h)  To  initiate  and  conduct  open-market  transactions. 

(c)  To  make  from  time  to  time  such  changes  in  the  discoimt  rates  as  may  seem  best, 
the  same  to  be  reported  to  the  board  of  directors  at  the  next  meeting  of  me  directors 
following  such  changes. 

(d)  To  buy  and  sell  securities. 

(e)  To  apply  for  and  provide  for  the  security  to  be  pledged  a^nst  the  issuing  of 
such  Federal  reserve  notes  as  majr,  in  the  judgment  of  the  committee  or  of  the  board, 
be  necessary  for  the  general  requirements  of  the  bank. 

(f)  To  employ  or  to  delate  to  officers  of  the  bank  authority  to  employ  clerks  and 
other  subormnates  and  to  define  their  duties  and  to  fix  their  comi)ensation. 

(g)  To  approve  bonds  furnished  by  the  officers  and  employees  of  the  bank  and  to 
provide  for  their  custody. 

(h)  In  general,  to  conduct  the  business  of  the  bank,  subject  to  the  supervision  and 
control  of  the  board  of  directors. 
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Article  3. — Officers. 

Section  1.  The  board  of  directors  fih&ll.  appoint  a  governor,  a  deputy  governor,  a 
secretary,  and  a  cashier,  and  shall  have  power  to  appoint  such  other  oflScers  as  the  board 
may  from  time  to  time  determine  to  be  necessary  and  appropriate  for  the  conduct  of 
the  business  of  the  bank.  The  offices  of  deput3r  governor,  secretanr,  and  cashier,  or 
an^  two  of  them,  may  be  held  by  one  person,  in  the  discretion  of  the  board.  The 
officers  chosen  by  the  board  shall  nold  office  during  the  pleasure  of  the  board. 

Sec.  2.  Federal  Reserve  Agent. — ^The  Federal  Reserve  Agent,  as  chairman  of  the 
board  of  directors  shall  preside  at  meetings  thereof.  Copies  of  all  reports  and  state- 
ments made  to  the  Federal  Reserve  Boani  shall  be  filed  with  the  Federal  Reserve 
Agent. 

Sec  3.  Deputy  Federal  Reserve  Agent. — In  the  absence  or  disability  of  the  Federal 
Reserve  Agent  ms  powers  shall  be  exercised  and  his  duties  performed  by  the  deputy 
Federal  Reserve  Agent. 

Sec.  4.  The  governor. — Subject  to  the  supervision  and  control  of  the  board  of  direc- 
tors, the  governor  shall  have  general  charge  and  control  of  the  business  and  affairs  of 
the  bank,  and  he  shall  be  the  chairman  ol  the  executive  committee.  He  shall  have 
power  to  make  any  and  all  transfers  of  securities  or  other  property  of  the  bank  which 
may  be  authorized  to  be  sold  or  transferred  by  the  executive  committee  or  by  the 
boiurd.  The  governor  shall  have  power  to  prescribe  the  duties  of  all  subonunate 
officers  and  agents  of  the  bank  where  such  duties  are  not  specifically  prescribed  by 
law  or  by  llie  board  of  directors  or  by  the  by-laws.  The  governor  may  suspend  or 
remove  any  employee  of  the  bank. 

Sec.  5.  The  aemUy  governor. — In  case  of  the  absence  or  disability  of  the  governor 
his  powers  shall  be  exercised  and  his  duties  dischaiged  by  the  deputy  governor,  and 
in  case  of  the  absence  or  disability  of  the  deputy  governor,  the  board  shall  appoint 
from  the  directors  a  governor  pro  tem.  The  duties  of  the  deputy  governor  shall  other- 
wise be  such  as  may  be  prescribed  by  the  board  of  directors  or  by  the  governor.  In 
case  the  board  shall  deem  that  the  business  of  the  bank  requires  the  appointment  of 
one  or  more  assistant  deputy  governors  it  shall  have  authority  to  appoint  such  assistant 
deputy  governor  or  governors  and  shall  prescribe  and  define  his  or  their  duties. 

Sec.  6.  The  secretary. — ^The  secretary  shall  keep  the  minutes  of  all  meetings  of  the 
board  and  of  all  committees  thereof.  He  shall  have  custody  of  the  seal  of  the  bank, 
with  power  to  affix  same  to  certificates  of  stock  of  the  bank,  and  by  authority  of  the 
board  or  the  executive  committee  to  such  other  instruments  as  may  from  time  to 
time  be  required.  The  board  of  directors  may,  in  their  discretion,  appoint  a  secre- 
tary pro  tem  or  empower  one  or  more  officers  to  affix  the  seal  of  the  bank  to  certificates 
of  stock  or  other  instruments.  The  secretary  shall  perform  such  other  duties  as  may 
from  time  to  time  be  prescribed  by  the  board  of  directors,  the  executive  committee, 
or  the  governor. 

Sec  7.  The  cashier. — ^The  cashier  and  at  least  one  other  officer  designated  by  the 
board  of  directors  shall  have  the  joint  custody  of  all  moneys,  investments,  and  securi- 
ties of  the  bank,  subject  to  such  rules  as  the  board  may  adopt.  He  shall  perform  such 
other  duties  as  may  be  assifiiied  to  him  from  time  to  time  by  the  executive  committee, 
the  board  of  directors,  or  me  governor. 

Article  4. — Certificates  of  stock. 

Section  1.  Signature. — All  certificates  of  stock,  or  payment  of  or  on  account  of 
stock  subscriptions,  shall  be  signed  by  the  governor  or  a  deputy  governor  and  the 
secretary  or  cashier,  or  such  other  officers  as  may  be  prescribed  oy  the  board,  and  such 
certificates  shall  bear  the  corporate  seal. 

Article  5. 

Section  1.  Business  hours. — The  bank  shall  be  open  for  business  for  such  hours 
as  the  directors  may  from  time  to  time  determine. 

Article  6. — Amendments, 

These  by-laws  may  be  amended  at  any  regular  meeting  of  the  board  by  a  majority 
vote  of  the  entire  board:  Provided,  however.  That  a  copy  of  such  amendment  shall 
have  been  delivered  to  each  member  at  least  10  days  prior  to  such  meeting. 

Adopted  by  the  Board  of  Directors  of  the  Federal  Reserve  Bank  of  Boston  on 
November  5,  1914. 

The  following  amendment  was  favorably  acted  upon  at  the  directors'  meeting  of 
June  3,  1915: 
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Before  the  word  "Thursday/'  section  3^  line  1,  of  the  by-laws,  insert  the  word 
''alternate";  after  the  word  '^Thureday/'  insert  the  words  "oeginning  June  24/'  so 
that  the  section  will  read : 

''There  diall  be  a  regular  meeting  of  the  board  every  alternate  Thursday  at  2.30 
o'clock  p.  m.,  beginning  June  24,  or  if  that  day  be  a  holiday ^  on  the  first  preceding 
full  buBinesB  day.  The  chainnan  of  the  board  may  call  a  special  meetins  at  any  time 
and  shall  do  so  upon  the  written  request  of  any  three  directors  or  of  tne  governor. 
Notice  of  re^ar  and  special  meetings  may  be  given  by  mail  or  by  tel^^raph.  If 
given  by  mail,  such  notice  shall  be  mailed  at  least  two  da3rs  before  the  date  of  the 
meetinff.  If  given  by  telegraph,  such  notice  shall  be  dispatched  at  least  one  dav 
before  me  date  of  the  meeting.  Notice  of  any  meeting  may  oe  dispensed  with  if  each 
of  the  directors  shall  in  writing  waive  such  notice.'^ 

The  following  amendment  was  favorably  acted  upon  September  2,  1915. 

Article  1,  section  3,  line  2,  after  the  word  ''at,"  strike  out  the  words  "2:30  o'clock 
p.  m.,"  and  substitute  therefor  the  following:  "Such  time  as  may  be  fixed  by  the 
Doard,"  so  that  that  portion  of  section  3,  as  amended  will  read  as  follows: 

"Sec.  3.  Meetings, — ^There  shall  be  a  regular  meeting  of  the  board  everv  alternate 
Thursday  at  such  time  as  may  be  fixed  by  the  bouxi,  or  if  that  day  be  a  noliday  on 
the  first  preceding  full  business  day,"  etc. 

DiRSCTOBS  AND  EXSCUTIVB   CoMlfrrTEE. 

During  the  first  eight  months  the  board  of  directors  met  every  week,  the  executive 
committee  meeting  on  the  same  day.  The  amendment  to  the  by-laws  of  June  3, 
mentioned  above,  provided  that  the  directors  should  meet  every  alternate  Thursday, 
and  thereafter  both  the  executive  committee  and  the  directors'  meetings  were  held 
every  two  weeks.  The  records  show  that  47  meetings  of  the  board  have  been  held, 
with  an  average  attendance  of  about  8  directors.  The  executive  committee  has  met 
52  times,  with  an  average  attendance  of  4  members. 

The  executive  committee  consists  of  the  governor  of  the  bank,  who  is  chainnan, 
the  chairman  of  the  board  of  directors,  and  three  other  members  of  the  board.  It 
has  been  found  expedient  to  have  the  class  A  and  class  B  directors  representing 
group  1  serve  on  this  conmiittee  continuously,  both  being  Boston  directors,  the  other 
two  class  A  directors  serving  during  alternate  i>eriods. 

Recolrds  are  kept  of  the  executive  committee  meetings.  All  rediscounts  for  mem- 
ber banks  and  investments  made  are  approved,  and  matters  pertaining  to  the  policy 
and  conduct  of  the  bank  are  discussed  by  that  committee.  The  records  of  these 
meetings  are  read  and  the  action  of  the  committee  confirmed  at  each  meeting  of  the 
board  of  directors. 

At  each  meeting  of  the  board  of  directors  a  statement  of  the  condition  of  the  bank 
and  a  detailed  record  of  all  transactions  in  the  way  of  loans  and  investments  is  pre- 
sented to  the  directors.  While  the  officers  of  the  bank  are  in  more  frequent  consulta- 
tion with  the  two  Boston  directors,  every  director  is  in  close  touch  with  the  bank's 
affaire,  and  gives  careful  attention  and  thought  to  the  development  of  its  usefulness. 

Advisory  Council. 

The  board  of  directors,  after  careful  consideration  of  the  provisions  of  the  Federal 
Reserve  Act  regarding  the  functions  and  conception  of  the  Federal  reserve  advisory 
council,  decided  to  appoint  a  banking  official  not  connected  with  this  bank  as  an 
officer  or  director  as  a  member  of  that  council.  On  October  16,  1914,  the  directors 
chose  Mr.  Daniel  G.  "Wing,  president  of  the  First  National  Bank  of  Boston,  as  the 
member  of  the  Federal  advisory  council  from  this  district  for  theterm  ending  December 
31, 1915.  Mr.  Wing  accepted  this  position  and  has  served  without  compensation  other 
than  allowances  for  ordinary  traveling  expenses.  He  has  thus  far  attended  every  meet- 
ing of  the  advisory  council,  and  after  each  meeting  has  appeared  before  the  board  of 
directors  of  this  bank  by  invitation  and  informed  it  of  the  deliberations  and  con- 
clusions arrived  at  by  that  council. 
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DiflcocKT  Rates. 

Rates  of  discount  were  establiibed  by  the  board  of  directcrs,  and  went   into 
effect  as  follows: 


10  days.  '  30dajs.  J  SOdajs.     90  days. 


I 


O 


Nor.  16..., 
20..., 

D«.17..., 
30.... 

Feb.  3.... 

June  18.... 

July  1-... 

Aug.  6 — 


I 


3 
3 


« 

« 

») 

• 

5 

H 

4| 

5 

4 

4'  1 

4 

4  1 

4 

4 

The  directors  in  establishing  rates  for  the  longer-time  paper  have  had  in  mind  th« 
out-of-town  banks.  These  rates  have  been  established  based  on  prevailing  rates  in 
the  outlying  districts,  so  that  assistance  could  be  furnished  without  causing  undue 
inflation.  As  the  money  market  became  more  normal  and  reserves  began  to  mcru- 
mulate  in  the  centers,  rates  were  maintained,  as  it  was  felt  that  the  Boston  banks, 
owing  to  their  large  amount  of  unemployed  funds,  would  probably  meet  any  rate 
established  by  this  bank,  and  that  a  further  reduction  of  rates  mig^t  affect  the  genial 
money  market. 

Wlule  member  banks  have  been  slow  to  avail  themselves  of  the  privilege  of  redis- 
counting  with  this  bank,  this  is  due  to  a  considerable  extent  to  the  general  belief 
that  the  process  is  a  slow  one  and  surrounded  by  much  formality.  Banks  that  have 
rediscounted,  however,  find  that  such  is  not  the  case,  and  are  using  that  pri\'ilege 
whenever  necessary.  There  is  no  delay  in  crediting  a  bank  with  its  rediscounts. 
The  governor  and  chairman  pass  on  paper  as  presented. 

The  10-day  rate  was  established  to  meet  the  needs  of  those  banks  that  carry  as  a 
secondary  reserve  the  demand  street  loans  of  brokers,  that  the  services  of  this  bank 
might  be  called  upon  for  temporary  use,  instead  of  those  loans  being  called.  In  normal 
times  it  is  expected  that  banks  will  use  this  short-time  privilege,  and  that  this  rate 
will  follow  very  closely  the  current  demand  rates  in  Boston. 

A  commodity  rate  of  3}  per  cent  was  established  on  September  24,  1915,  but  as 
yet  no  loans  of  a  character  warranting  special  rates  have  appeared  in  this  district. 

A  similar  situation  arises  in  the  matter  of  trade  acceptances.  The  trade  acceptance 
in  use  at  the  present  time  has  the  character  to  a  large  extent  of  the  ordinary  two-name 
paper  offered  for  rediscount. 

This  bank  has  rediscounted  for  29  member  banks  since  the  inauguration  of  the 
system.  These  rediscounts  have  amounted  to  $2,386,922.80.  The  following  table 
shows  these  distributed  by  months: 


Month. 


Number 
of  appli- 
cations. 


Novwnber. 
December. 


1914 


January.. 
February , 
March.... 
April 


1915 


Api 

May 

June , 

July 

August...., 
September. 
October..., 
November. 
December. 


3 
9 

9 
8 
15 
23 
21 
22 
21 
15 
17 
9 
12 
18 


ToUl 


Amount. 


126, 577.  SI 
273,577.56 

136,343.68 

139,595.96 

178, 163. 04 

325,652.33 

191,338.78 

347,359.11 

201,668.11 

75,847.01 

91,264.35 

54,546.98 

170,799.34 

184,188.54 


2,386,922.80 


Higheet  point,  July  2, 1915,  $436,545. 87. 
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During  November  and  December,  1914,  10  banks  rediscounted,  and  during  the 
year  1915,  28  banks  rediscounted,  of  which  9  had  rediscounted  in  1914. 

Federal  Reserve  Notes. 

This  bank  has  issued  $10,520,000  Federal  Reserve  notes  in  the  following  denom- 
inations: 

5'8 13,620,000 

lO's 4,680,000 

20*s 640,000 

50's 600, 000 

lOO's 980, 000 

These  notes  have  all  been  issued  against  rediscounts  or  indorsed  bankers'  accept- 
ances, and  the  bank  has  reduced  its  liability  by  a  deposit  of  gold.  Mutilated  notes 
have  been  canceled  and  returned  to  the  extent  of  $500,000,  as  follows:  5's,  $260,000; 
lO's,  $210,000;  50's,  $10,000;  lOO's,  $20,000. 

The  demand  for  these  notes  has  come  for  the  most  part  from  Boston  member  and 
nonmember  banks,  and  as  their  issuance  has  not  drained  the  bank's  gold  reserve, 
but  instead  has  mobilized  additional  gold  in  the  hands  of  the  Federal  Reserve  Agent, 
it  has  been  deemed  a  wise  policy  and  one  giving  additional  strength  to  the  bank's 
position.  The  application  for  notes  and  the  pledging  of  collateral  in  each  case  has 
been  approved  by  the  executive  committee.  All  gold  held  by  the  Federal  Reserve 
Agent  for  the  redemption  of  Federal  Reserve  Notes  is  carried  in  gold  order  certificates 
running  in  favor  of  the  Federal  Reserve  Bank  or  Federal  Reserve  Agent  of  Boston. 
There  has  been  received  from  the  Comptroller  of  the  Currency  $16,360,000  in  Federal 
Reserve  Notes,  as  follows: 

5's $5,080,000 

10  •  8 5, 920, 000 

20's 1,  760, 000 

50's 1,600,000 

lOO's 2, 000, 000 

These  notes  have  l)een  carried,  together  with  the  gold  certificates  held  by  the 
agent,  in  separate  safes  in  the  bank's  vaults,  in  the  State  Street  safe  deposit  vaults 
located  beneath  the  banking  rooms  of  the  Federal  Reserve  Bank. 

Access  to  the  bank  \'aults  requires  the  presence  of  three  officers  and  access  to  the 
Federal  Reserve  Agent's  safes  requires  the  Federal  Reserve  Agent  and  one  other. 

It  has  been  intimated  by  member  banks  that  the  demand  for  $50  and  $100  notes 
has  been  for  the  use  of  mutual  savings  banks.  The  demand  for  $10  notes  can  partly 
be  traced  to  the  fact  that  $10  gold  certificates  have  been  used  for  pay  roll  and  other 
counter  requirements  in  this  district,  and  the  Federal  Reserve  note  has  no  doubt 
replaced  much  of  this  class  of  currency. 

In  order  to  meet  any  unusual  demand  for  currency  a  supply  of  Federal  Reserve 
notes  of  this  bank  amounting  to  $45,000,000  has  been  printed,  a  generous  supply 
being  carried  always  on  hand  in  Boston  by  the  Federal  Reserve  Agent,  ready  for  issu- 
ance. As  these  notes  are  estimated  to  cost  $0.00959  per  note,  this  has  been  a  heavy 
expense  to  the  bank,  but  as  the  supply  will  probably  cover  several  years'  necessities 
the  cost  will  be  distributed  over  that  period.  Each  time  notes  are  issued  the  cost  is 
charged  by  the  bank  as  a  current  expense. 

Satisfactory  results  have  been  obtained  in  cleaning  and  laundering  soiled  notes  at 
a  very  small  cost. 

The  Subtreasury  has  furnished  facilities  for  canceling  and  cutting  mutilated  notes 
that  have  been  redeemed  and  those  notes  have  been  forwarded  to  the  comptroller 
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for  destruction.    Federal  Reserve  notes  of  other  Federal  Reserve  Banks  have  been 
received  on  deposit  by  this  bank  and  forwarded  to  the  issuing  bank  as  foUows: 

New  York $954,645 

Philadelphia 31,690 

Cleveland : 24,  315 

Richmond 69,865 

Atlanta 29,800 

Chicago 22,  925 

St.  Louis 3,  770 

Minneapolis 20,  305 

Kansas  City 12,  485 

Dallas 22,780 

San  Francisco 7,  205 

Total 1,199,785 

Notes  of  this  bank'  have  been  received  from  other  Federal  Reserve  Banks  as  follows: 

New  York $232,070 

Philadelphia 29,750 

Cleveland 675 

Richmond 1, 440 

Atlanta 1,255 

Chicago 7,400 

St.  Louis 3, 050 

Minneai)olis 160 

Kansas  City 550 

Dallas 290 

San  Francisco 6, 330 

Total 282, 870 

Government  Bonds. 

This  bank  has  purchased  $1,000,000  United  States  Government  2's,  1930,  at  prices 
ranging  from  98|  to  99.  The  question  of  purchasing  Government  securities  has  been 
frequently  discussed  by  the  directors  of  this  bank .  Apart  from  the  fact  that  each  year 
this  bank  may  be  called  upon  to  purchase  its  pro  rata  of  such  securities  presented 
for  purchase  by  member  banks  under  the  provisions  of  the  Federal  Reserve  Act, 
various  argimients  have  been  presented  against  the  purchase  of  such  bonds  for  invest- 
ment. 

Open-Market  Operations. 

In  order  to  meet  its  operating  expenses  this  bank  has  been  a  large  purchaser  of 
bankers*  acceptances  and  city  and  town  notes. 

On  February  18,  1915,  the  directors  of  this  bank  voted  to  establish  a  rate  of  not 
less  than  2  per  cent  and  not  more  than  4  per  cent  for  the  purchase  of  bankers'  accept- 
ances. It  has  purchased  acceptances  at  rates  varying  from  2  per  cent  to  3  per  cent. 
The  following  table  shows  the  purchases  by  months: 
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i:u 


Month. 


1915. 


February.... 

Ifaich 

April 

Itay 

June 

July 

August 

September... 

October 

November... 
l>eomiber . . . . 


Total. 


Number 
of  pur- 
chases. 


3 
9 
U 
9 
10 
20 
20 
14 
21 
21 
31 


Amount. 


$340,317.18 

1,030,278.09 

549,853.94 

643,209.30 

572,516.55 

1,063,620  68 

1,063,486.29 

781,224.78 

1,791,963.06 

3,348,051.80 

2,920,804.84 


14,105,326.59 


It  is  the  custom  of  New  England  citieB  and  towns,  especially  in  Massachusetts,  to 
issue  shoit-tiine  notes  in  anticipation  of  taxes,  to  be  paid  from  the  current  taxes. 
These  municipal  warrants  form  a  most  attractive  investment,  a  default  in  payment 
being  practically  unknown.  Under  regulations  of  the  Federal  Reserve  Board  this 
bank  has  purchased  $8,247,535.85  of  these  warrants,  as  shown  by  the  following  table: 


Month. 


Jannary.... 
February... 
Ifareh^...., 
April 

June 

July 

Anis^ist 

September., 

October 

November.. 


1915. 


Total. 


Number 
of  pur- 
chases. 


5 

3 

8 

13 

20 

20 

17 

12 

18 

7 

23 

16 


Amount. 


$555,000.00 
820,000.00 
306,840.00 
635,000.00 
658,200.00 
731,000.00 
433,000.00 

1,144,000.00 
748,000.00 
339,000.00 

1,706,575.27 
670,920.58 


8,247,535.85 


These  have  been  purchased  at  prices  ranging  from  2  per  cent  to  3} percent.  The 
prevailing  prices  have  been  somewhat  higher  than  in  past  years,  due  to  purchases 
by  Federal  Reserve  Banks  and  low  money  rates.  These  town  notes  are  readily  con- 
vertible, there  being  a  good  demand  for  them  from  savings  banks  and  tntstees. 

The  Hanblino  of  Checks. 

There  is  no  problem  that  has  been  given  more  careful  study  by  the  officers  of  this 
bank  than  that  of  the  handling  of  checks  for  its  member  banks.  In  this  particular 
district,  owing  to  the  highly  developed  system  which  has  been  operated  for  several 
years  by  the  Boston  Clearing  House  Association,  the  necessity  for  this  bank  to  develop 
a  collection  system  of  its  own,  so  far  as  the  handling  of  intradistrict  checks  is  con- 
cerned, was  not  so  imperative  as  in  most  of  the  other  districts,  for  through  that  medium 
a  very  large  percentage  of  checks  on  New  England  banks,  member  and  nonmember, 
are  being  handled  at  par.  The  need  of  member  banks  is  largely  for  the  handling  of 
interdistrict  checks,  which  not  only  form  a  laige  percentage  of  the  total  amount  of 
checks  they  receive,  but  most  of  which  are  subject  to  a  collection  charge  under  the 
Boston  Clearing  House  rules,  member  banks  carrying  accounts  in  other  cities— prin- 
cix>ally  Albany  and  Philadelphiflr— in  order  to  collect  these  checks  at  par.  The  devel- 
opment of  this  interdistrict  clearing  is  naturally  dependent  upon  the  development 
of  the  clearing  systems  in  other  districts. 
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In  connection  with  the  opening  of  the  Federal  Reserve  Banks  this  bank  advised 
its  members  that  ;t  would  receive  on  deposit  for  immediate  credit  checks  drawn  on 
any  Federal  Reserve  Bank  and  checks  drawn  by  member  banks  on  member  banks 
in  Boston  only.  This  practice  was  continued  until  the  collection  system  was  inaugu- 
rated on  June  15,  1915. 

On  November  13,  1914,  the  Federal  Reserve  Bank  of  Boston  was  elected  a  limited 
member  of  the  Boston  Clearing  House  Association,  and  on  November  18, 1914,  began 
to  clear  its  Boston  checks.  From  that  date  on  the  Boston  banks  made  clearing-house 
settlements  by  checks  drawn  on  this  bank,  a  policy  which  still  continues  and  which  has 
done  away  with  the  payment  of  money  in  clearing-house  transactions  and  the  necessity 
of  carrying  through  the  streets  large  sums  of  currency  to  and  from  the  clearing  house. 
The  method  by  which  this  is  accomplished  is  as  follows:  Boston  banks  having  debit 
balances  against  the  clearing  house  each  day  draw  their  check  in  favor  of  the  clearing- 
house manager,  who  in  turn  opens  a  temporary  account  in  the  Federal  Reserve  Bank. 
These  checks  he  deposits  each  day  and  draws  his  checks  in  favor  of  banks  gaining  or 
having  a  credit  balance. 

On  June  15,  1915,  this  bank  inaugurated  the  voluntary  clearing  system  generally 
adopted  by  the  Federal  Reserve  Banks,  a  system  of  immediate  debit  and  immediate 
credit  for  intradistrict  checks.  Forty- three  banks  joined  this  system  at  the  outset, 
and  since  that  time  nine  additional  banks  have  joined  and  two  withdrawn  from  the 
system,  making  the  present  number  50,  as  shown  by  the  following  list: 

CITY  OR  TOWN  AND  NAME  OP  BANK. 


Attleboro,  Mass.,  First  National  Bank. 
Bellows  Falls,  Vt.,  National  Bank  of. 
Boothbay  Harbor,   Me.,   First  National 

Bank. 
Boston,  Mass.,  Boylston  National  Bank. 
Boston,  Mass.,  Commercial  National  Bank 
Boston,  Mass.,  First  National  Bank. 
Boston,  Mass.,  Fourth  Atlantic  National 

Bank. 
Boston,  Mass.,  Merchants  National  Bank. 
Boston,  Mass.,  National  Union  Bank. 
Boston,  Mass.,  Old  Boston  National  Bank. 
Boston,  Mass.,  Old  Colony  Tnist  Co. 
Boston,  Mass.,  Peoples  ^fational  Bank  of 

Roxbxiry. 
Boston,  Mass.,  Second  National  Bank. 
Boston,  Mass.,  Webster  &  Atlas  National 

Bank. 
Bridgeport,     Conn.,     First     Bridgeport 

National  Bank. 
Chelsea,  Mass.,  Broadway  National  Bank. 
Claremont,   N.  H.,  Claremont  National 

Bank. 
Clinton,  Conn.,  Clinton  National  Bank. 
Danbujy,  Conn.,  Danburj'  National  Bank. 
Gloucester,   Mass.,   Cape  Ann   National 

Bank. 
Greenfield,  Mass.,  First  National  Bank. 
Greenwich,  Conn.,  Greenwich  National 

Bank. 
Haverhill,  Mass.,  First  National  Bank. 
Hudson,  Mass.,  Hudson  National  Bank. 
Holyoke,  Mass.,  Park  National  Bank. 
Hqpkinton,  Mass.,  Hopkiiiton  National 

Bank. 
Lynn,    Mass.,    Manufacturers    National 

Bank. 


Manchester,  N.  H.,  Amoskeag  National 

Bank. 
Manchester,  N.  H.,  Merchants  National 

Bank. 
Marlboro,  Mass.,  First  National  Bank. 
Marlboro,  Mass.,  Peoples  National  Bank. 
Millbury,  Mass.,  Millbury  National  Bank. 
Montpelier,  Vt.,  First  National  Bank. 
New  Bedford,  Mass.,  Mechanics  National 

Bank. 
Ncwburyport,  Mass.,  Merchants  National 

Bank. 
New  Haven,  Conn.,  First  National  Bank. 
North  Bennington,  Vt.,  First  National 

Bank. 
Northborou^,      Mass.,      Northboioiigh 

National  Bank. 
Norwood.  Mass.,  Norwood  National  Bank. 
Plymoutn,    Mass.,    Plymouth    National 

Bank. 
Portsmouth,  N.  H.,  First  National  Bank. 
Providence,  R.  I.,  National  Exchange 

Bank. 
Quincv,  Mass.,  Mount  Wollaston  National 

Bank. 
Springfield,    Mass.,    Chicopee    National 

Bank. 
Springfield,  Mass.,  Springfield  National 

Bank. 
Ware,  Mass.,  Ware  National  Bank. 
Wcstfield,    Mass.,    Hampden    National 

Bank. 
Windsor,  Vt.,  State  National  Bank. 
Worcester,    Mass.,    Merchants   National 

Bank. 
Worcester,    Mass.,    Worcester    National 

Bank. 
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The  largest  number  of  checks  handled  in  one  day  was  1,803,  on  October  18,  1914, 
and  the  smalleet  number  226,  on  June  15,  1915.  The  average  number  of  items  daily 
was  as  follows: 

July,  1,023;  August,  1,030;  September,  1,045;  October,  1,205;  November,  1,255; 
December,  1,202.    The  average  amount  of  these  checks  daily  has  been  as  follows: 

July,  $1,064,297.36;  August,  $977,795.84;  September,  $1,090,206.51;  October, 
$2,010,813.44;   November,  $2,901,186.54;    December,  $2,290,814.11. 

With  the  inauguration  of  this  collection  system  the  bank  changed  its  previous 
schedule  in  reference  to  checks  on  Foderal  Reserve  Banks  taking  for  immediate  credit 
drafts  drawn  by  member  banks-  upon  the  principal  banks  in  New  York,  Albany,  and 
Philadelphia,  as  well  as  drafts  drawn  upon  the  Federal  Reserve  Banks  of  New  York 
and  Philadelphia.  Checks  on  the  following  Federal  Reserve  Banks  are  received  on 
a  deferred  basis. 

Federal  Reserve  Bank  of  Richmond,  two  days  after  receipt. 

Federal  Reserve  Bank  of  Cleveland,  two  days  after  receipt. 

Federal  Reserve  Bank  of  Chicago,  two  dayB  after  receipt. 

Federal  Reserve  Bank  of  St.  Louis,  two  days  after  receipt. 

Federal  Reserve  Bank  of  Atlanta,  three  days  after  receipt. 

Federal  Reserve  Bank  of  Minneapolis,  three  days  after  receipt. 

Federal  Reserve  Bank  of  Kansas  City,  three  days  after  receipt. 

Federal  Reserve  Bank  of  Dallas,  four  days  after  receipt. 

Federal  Reserve  Bank  of  San  Francisco,  six  days  after  receipt. 

With  the  opening  of  the  Federal  Reserve  Banks,  the  Boston  Clearing  House  Asso- 
ciation passed  a  resolution  to  amend  section  2  of  its  rules  and  regulations  to  read  a 
follows: 

"Sec.  2.  For  all  items  collected  for  account  of  the  Governments  of  the  United 
States,  the  State  of  Massachusetts,  or  the  city  of  Boston,  for  New  England  checks 
collectible  at  pax  through  the  Boston  Clearing  House,  and  for  items  payable  in  the 
cities  of  New  York,  Providence,  Albany,  Troy,  Jersey  City,  Newark,  Hoboken, 
Bayonne,  Philadelphia,  and  Baltimore,  and  for  all  items  (whether  such  items  are 
collected  through  the  Federal  Reserve  Bank  of  Boston  or  otherwise)  which  the  Federal 
Reserve  Bank  of  Boston  shall  have  notified  the  manager  of  the  Boston  (bearing  House 
Association  that  it  will  receive  from  its  members  for  immediate  credit  at  par,  the 
charges  shall  in  all  cases  be  discretionary  with  the  collecting  bank,  and  shall  not  be 
governed  by  the  provisions  of  these  rules  and  regulations.  *' 

Although  all  member  banks  were  invited  to  enter  the  clearing  system  no  efforts  were 
made  on  the  part  of  this  bank's  officers  to  influence  member  banks  to  join,  the  char- 
acter of  the  business  of  the  banks  in  New  England,  especially  that  of  banks  outfdde  of 
Boston  being  such  that  after  careful  study  it  was  concluded  that  these  banks  would 
have  difficulty  in  maintaining  balances  to  meet  their  checks.  The  country  bank  has 
been  accustomed  to  count  as  reeerve  checks  sent  to  its  reserve  correspondent  as  soon 
as  those  items  were  mailed,  and  balances  with  those  correspondents  being  counted  as 
reserve  by  the  country  banks  as  shown  by  their  own  books,  and  not  as  shown  by  the 
books  of  the  collecting  bank,  although  even  the  record  of  the  latter  bank  would  include 
uncollected  checks.  Furthermore,  a  practice  has  developed  of  allowing  the  out-of- 
town  bank  to  remit  for  its  own  checks,  and  therefore  the  country  bank  has  been  accus- 
tomed to  handle  its  business  imder  the  prevailing  practice,  the  burden  of  carrying  the 
uncollected  checks  falling  on  the  reserve  correspondent,  the  country  bank  carrying 
compensating  balances  to  reimburse  it. 

As  the  reserves  of  the  country  banks  are  to  be  ulitmately  tranaferred  to  the  FtHleral 
Reeerve  Banks,  the  Federal  Reserve  Banks  must  furnish  it8  members  with  the  facil- 
ities which  they  are  receiving  bom  th|lMW^  correepondent^.  While  the  physical 
hftTiHliTig  of  itemf^,  both  time  and  dM^^^VHiB»  one,  it  is  not  insurmountable,  for 


J 


134     ANNUAL  REPORT  OF  THE  FEDERAL  RESERVE  BOARD. 

that  means  simply  men  and  machines.  The  expense  will  be  heavy,  but  there  is  little 
question  but  that  a  saving  can  be  made  over  the  present  existing  methods,  and  under 
the  Federal  Reserve  Act  this  expense  can  be  prorated  among  the  member  banks. 

On  the  other  hand,  as  the  checks  pertain  to  the  reserves  of  the  oulrof-tawn  member 
banks  the  problem  is  a  more  serious  one. 

On  November  10, 1915,  the  Boston  Clearing  House  passed  the  new  schedule  of  col- 
lection charges  appended  hereto,  which  showed  a  substantial  reduction.  There  is  no 
question  but  that  most  of  these  changes  were  brought  about  by  the  facilities  offered 
by  the  Federal  Reserve  Banks  through  the  gold  settlement  fund,  and  by  the  collection 
system  inaugurated  in  the  clearing  houses  in  other  cities  which  are  baaed  to  quite  an 
extent  on  the  facilities  given  by  other  Federal  Reserve  Banks.  The  problems 
involved  in  the  handling  of  checks  arise  largely  in  connection  with  the  out-of-town 
banks,  especially  as  it  pertains  to  their  reserves,  and  in  this  connection  it  would 
appear  that  there  was  need  for  amendments  to  the  Federal  Reserve  Act. 

PuBLicmr. 

Each  month  the  Federal  Reserve  Agent  has  furnished  for  the  Federal  Reserve 
Bulletin  a  report  on  conditions  in  New  England.  In  this  connection  information, 
opinions,  and  statistics  have  been  furnished  freely  by  the  merchants  in  the  different 
linea  of  trade,  and  by  the  local  bankers,  and  this  service  and  cooperation  has  been 
most  helpful.  The  officers  of  the  bank  have  furnished  the  local  newspapers  from 
time  to  time  with  such  details  of  its  operation  as  they  felt  would  be  of  interest  to  the 
public  at  large.  Rates  of  discount  established  by  the  bank  appear  each  day  in  these 
papers.  During  the  past  year  addresses  have  been  made  before  State  banking  aaso- 
ciationfl  and  before  many  trade  associations,  it  being  thought  a  matter  of  the  greatest 
importance  to  have  the  bankers  and  merchants  not  only  familiar  with  the  details  of 
the  Federal  Reserve  System,  but  to  have  them  interested  in  the  work  the  bank  is 
doing  and  the  progress  being  made  in  the  development  of  the  system.  The  public 
apparently  know  very  little  about  the  new  banking  system  or  its  purpose  and  every 
effort  should  be  made  to  give  them  authentic  information. 

Relations  Between  the  Federal  Reserve  Bank  of  Boston  and  Its  Mxxbbr 

Banks. 

Owing  to  the  unusual  condition  existing  in  the  money  market,  and  to  the  fact  that 
the  reserve  city  banks  offer  facilities  to  the  country  banks  which  this  bank  has  not  yet 
developed,  more  particularly  in  connection  with  the  collection  of  checks  and  other 
items,  the  latter  banks  have  carried  only  their  minimum  reserve  requirements  with 
this  bank  and  have  used  its  facilities  only  to  a  limited  extent.  The  relations  between 
country  bank  officials  and  the  officials  of  this  bank  have  been  most  cordial.  While 
many  of  the  banks  in  this  district  are  borrowing,  most  of  them  find  it  much  more 
convenient  to  go  to  their  correspondent  bank  and  borrow,  either  in  the  form  of  a 
demand  loan,  with  or  without  collateral,  or  against  a  certificate  of  deposit. 

The  comptroller's  calls  on  the  several  dates  show  the  total  borrowings  of  member 
banks  in  the  district  as  compared  with  their  rediscounts  with  this  bank,  as  follows: 


Pec  81, 1014 

llCar.4,1915 

May  1,1915 

June  23, 1915 

Sept.  2, 1915 

Nov.  10, 1915 


Total 
borrowed. 


14,738,416 
4,047,708 
8,909,796 
4,284,445 
8,398,866 
3,985,406 


Borrowed. 
F.R.B. 


$105,000 
234,531 
410,723 
270,441 
190,849 
13],  725 


DISTRICT   NO.   1 — BOSTON.  135 

The  officials  of  the  city  banks  on  the  other  hand  are  apparently  satisfied  with  the 
progress  made  in  the  development  of  this  bank's  functions.  While  but  few  of  the 
Boston  banks  have  rediscounted  with  us,  almost  all  have  intimated  that  should 
occasion  aiise  they  would  do  so.  Furthermore,  several  Boston  banks  have  entered 
into  the  acceptance  business  to  a  large  extent,  and  the  assistance  that  this  bank  has 
given  in  the  matter  of  rates  and  market  for  acceptances  has  done  much  to  bring  it 
into  favor  with  those  banks.  The  Boston  banks  have  also  used  this  bank  to  a  large 
extent  in  exchange  transactions,  and  the  services  offered  by  the  gold  settlement 
fund  have  been  used  almost  exclusively  by  those  banks. 

Thus  far  Boston  banks  have  received  more  benefits  from  this  bank  than  have  the 
other  banks  in  this  district.  A  possible  exception  to  this  is  in  Aroostook  Goimty, 
Me.,  where,  owing  to  an  unusual  situation  surrounding  the  principal  industry,  the 
potato  crop,  banks  have  relied  on  thb  bank  to  a  considerable  extent  to  carry  them 
through  a  trying  period.  The  moral  effect  of  having  the  Federal  Reserve  Bank  of 
Boston  stand  behind  them  was  not  only  appreciated  by  those  banks,  but  enabled 
them  to  handle  their  business  much  more  satisfactorily  and  to  finance  themselves 
without  having  to  call  upon  this  bank  to  an  imdue  extent  for  rediscounts  or  without 
embarrassing  their  customers. 

Thb  Attttude  of  Statb  Banks  Toward  the  Federal  Reserve  System. 

The  trust  companies  in  this  district,  at  least  those  doing  a  commercial  businees, 
are  watching  wiUi  interest  the  operations  of  this  bank,  and  several  are  inclined  to 
enter  the  Federal  Reserve  System. 

The  relations  between  the  officials  of  this  bank  and  those  of  the  State  institutions 
have  been  most  satisfactory,  and  frequent  interchange  of  ideas  and  the  cooperation 
received  by  these  officials  have  been  most  helpful. 

The  board  of  directors  have  appointed  a  committee  consisting  of  the  governor, 
the  Federal  Reserve  Agent,  and  one  director  to  examine  and  pass  on  the  condition 
of  State  banks  applying  for  membership  in  the  system.  The  class  B  director,  group  1, 
is  the  third  member  of  this  committee  in  the  case  of  trust  companies  located  in  Boston, 
and  the  class  A  director,  group  1,  on  trust  companies  outside  of  Boston. 

On  the  recommendation  of  the  above  committee  the  Federal  Reserve  Board  admitted 
the  Old  Colony  Trust  Co.  to  membership  on  August  14,  1915.  This  trust  company 
subscribed  for  7,200  shares  of  stock,  making  payment  of  $360,000,  being  50  per  cent 
of  its  subscription,  on  August  24,  1915,  and  on  the  same  day  transferred  to  this  bank 
12,600,000  reserves. 

In  connection  with  the  application  of  State  banks  for  admittance  to  the  Federal 
Reserve  System,  the  assistance  and  cooperation  of  the  Massachusetts  banking  departr 
ment  lias  been  of  great  assistance,  and  the  relations  between  the  officials  of  this  bank 
and  those  in  that  department  are  movst  cordial. 

Bankers'  Acceptances. 

ft 

New  England  imports  a  large  volume  of  hides  and  wool  from  South  America  and 
cotton  and  jute  from  the  Orient  and  other  sections  of  the  world.  These  sliipments 
in  the  past  have  been  financed  through  credits  drawn  on  European  centers.  Since 
the  opening  of  the  Federal  Reserve  Banks  these  foreign  trade  transactions  have  been 
financed  to  a  large  extent  through  dollar  credits  drawn  on  this  country  and  the 
acceptances  arising  therefrom  have  found  a  ready  market  in  the  Federal  Reserv^e 
Banks.  Several  of  the  member  banks  in  this  district  have  entered  this  new  field 
of  finance  and  the  Federal  Reserve  Bank  of  Boston  has  usod  every  effort  to  fiu*ther 
&nd  develop  that  business,  not  only  by  buying  a  large  amoimt  of  that  class  of  paper, 
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but  also  through  furnishing  favorable  forward  discount  rates  to  assist  in  protecting 
its  member  banks.    The  following  member  banks  have  entered  this  field: 

1.  First  National  Bank,  Boston,  Mass. 

2.  Fourth- Atlantic  National  Bank,  Boston,  Mass. 

3.  Merchants  National  Bank,  Boston,  Mass. 

4.  National  Shawmut  Bank,  Boston,  Mass. 

5.  Old  Colony  Trust  Co.,  Boston,  Mass. 

6.  Second  National  Bank,  Boston,  Mass. 

7.  Merchants  National  Bank,  Worcester,  Mass. 

Under  special  permission  of  the  Federal  Reserve  Board  the  First  National  Bank, 
of  Boston,  and  the  National  Shawmut  Bank,  of  Boston,  have  been  given  authority  to 
accept  up  to  100  per  cent  of  their  capital  and  surplus.  It  is  of  interest  to  note  that  the 
former  bank  has  reported  the  largest  amount  of  acceptances  of  any  member  bank  of  the 
Federal  Reserve  System. 

Gold  Settlement  Fund. 

The  inauguration  of  the  gold  settlement  fund  in  Washington  is  one  of  the  most 
important  developments  of  the  Federal  reserve  system,  and  its  influence  has  been 
felt  by  the  banks  in  the  district  in  facilitating  the  handling  of  domestic  exchange, 
arising  for  the  most  part  in  connection  with  the  collection  of  checks  outside  of  the 
district.  While  this  settlement  fund  has  been  used  for  the  most  part  by  the  city  banks, 
it  has  enabled  those  banks  to  collect  the  checks  of  the  out-of-town  banks  with  leas 
expense.  The  influence  of  this  fund  has  also  been  shown  in  the  recent  regulation  on 
checks  adopted  by  the  Boston  Clearing  House  Association  and  other  associations. 

Since  the  inauguration  of  this  clearing  fund  between  the  Federal  Reserve  Banks 

thib  bank  has  handled  for  its  member  banks  without  cost  to  them  about  $267,000,000 

of  exchange,  only  having  to  transfer  $680,000  of  gold  to  the  fund  after  the  initial 

deposit. 

Election. 

An  election  was  held  between  November  16,  1915,  and  December  1,  1915,  for  the 
selection  of  a  clsws  A  and  a  class  B  director.  The  retiring  directors  represented  group 
3,  and,  therefore,  only  banks  in  that  group  had  the  right  to  vote  for  their  successors. 
Group  3  consists  of  145  of  the  smaller  banks  in  the  district,  and  of  that  number  only 
60  banks  certified  district  reserve  electors.  Only  a  moderate  amount  of  interest  was 
taken  in  the  election  and  only  three  candidates  were  nominated  for  each  class.  Of 
the  60  electors  only  52  voted.  A  majority  of  the  votes  cast  were  for  the  outgoing 
directors,  Mr.  Arthur  M.  Heard,  of  Manchester,  N.  H.,  claps  A,  and  Mr.  Charles  G. 
Washburn,  of  Worcester,  Mass.,  class  B,  who  therefore  were  declared  reelected. 

Member  Banks. 

When  the  Federal  Reserve  Bank  of  Boston  commenced  business  on  November  16, 
1914,  it  had  439  member  banks.  Soon  after  this  the  Island  Pond  National  Bank, 
Island  Pond,  Vt.,  joined  the  system,  and  on  June  18,  1915,  the  First  National  Bank, 
Van  Buren,  Me.,  which  had  just  been  organized,  joined.  On  August  24,  1915,  the 
Old  Colony  Trust  Co.,  Boston,  Mass.,  also  became  a  member,  making  a  total  of  442 
banks. 

During  the  first  year  the  following  nine  banks  have  gone  into  liquidation  and  with- 
drawn from  the  system,  leaving  433  member  banks  in  this  district: 

Charter  Oak  National  Bank,  Hartford,  Conn.,  consolidated  with  Phoenix  National 
Bank,  Hartford,  Conn. 

Pacific  National  Bank,  Lawrence,  Mass.,  consolidated  with  Merchants  Trust  Co., 
Lawrence,  Mass. 

Aetna  National  Bank,  Hartford,  Conn.,  consolidated  with  Hartford  National  Bank, 
Hartford,  Conn. 
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National  Union  Bank,  Wooneocket,  R.  I.,  consolidated  with  Woonsocket  Trust  Co., 
Woonsocket,  R.  I. 

Winthrop  National  Bank,  Boeton,  Mass.,  consolidated  with  Merchants  National 
Bank,  Boston,  Iiiass. 

New  Haven  County  National  Bank,  New  Haven,  Conn.,  consolidated  with  New 
Haven  Bank,  N.  B.  A.,  New  Haven,  Conn. 

Lynn  National  Bank,  Lynn,  Mass.,  consolidated  with  Lynn  Safe  Deposit  &  Trust 
Co.,  L3mn,  Mass. 

First  Ward  National  Bank,  Boston,  Mass.,  and  Mutual  National  Bank,  Boston, 
Mafis.,  formed  Metropolitan  Trust  Co.,  Boston,  Mass. 

The  capital  stock  of  this  bank  has  been  increased  6,044  shares  since  the  original 

payment  was  made  on  November  2, 1914.    Through  the  admission  of  the  Old  Colony 

Trust  Co.  of  Boston  and  the  readjustment  of  the  capital  and  surplus  of  member  banks 

9,359  additional  shares  have  been  issued  to  member  banks  at  par.    Through  the 

liquidation  of  member  banks  and  changes  in  capital  and  surplus  3,315  shares  have 

been  surrendered. 

Fiduciary  Powers. 

Under  date  of  February  15,  1915,  the  Federal  Reserve  Board  issued  its  circular 
inclosing  regulations  covering  the  granting  of  special  permission  to  national  banks 
to  perform  certain  fiduciary  functions  under  section  11  (k)  of  the  Federal  Reserve  Act. 

Thus  iai  the  applications  of  the  following  banks  have  been  approved  by  the  Federal 
Reserve  Board: 

Trustee,  Executor,  Administrator,  and  Registrar  of  Stockh  and  Bonds. 

connecticut. 
1915. 
Mar.  22.  Middletown  National  Bank,  Middle  town. 
22.  Second  National  Bank,  New  Haven. 
22.  Manufacturers  National  Bank,  Waterbury. 
Apr.  29.  National  Bank  of  Norwalk,  Norwalk. 
May     8.  National  Tradesmens  Bank,  New  Haven. 

8.  Merchants  National  Bank,  New  Haven. 
July  26.  Yale  National  Bank,  New  Haven. 
Aug.  20.  City  National  Bank,  South  Norwalk. 
26.  City  National  Bank,  Bridgeport. 

MASHACnUSETTS. 

Mar.  15.  First  National  Bank,  Boston. 

18.  National  Shawmut  Bank,  Boston. 

22.  Merchants  National  Bank,  Boston. 

22.  Second  National  Bank,  Boston. 

22.  Union  Market  National  Bank,  Watertown. 

22.  Worcester  National  Bank,  Worcester. 

26.  Peoples  National  Bank,  Boston. 

26.  Merchants  National  Bank,  Salem. 

26.  Merchants  National  Bank,  Won^os^ter. 

Apr.     3.  National  Mahaiwc  Bank,  Great  Barrington. 

3.  Norwood  National  Bank,  Norwood. 

12.  City  National  Bank,  Holyokc. 

20.  First  National  Bank,  Haverhill. 

20.  First  National  Bank,  Webster. 

22.  Chlcopee  National  Bank,  Sprin^fiold. 

24.  Crocker  National  Bank,  Turners  FaXh.  % 

29.  Home  National  Bank,  Holyoke. 
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1915. 
May     8.  MinniMmt-PocMBet  Nmtional  Bank,  Fall  River. 
8.  MechanicB  National  Bank,  New  Bedford. 
10.  Peoples  National  Bank,  Ifulbofo. 
June    1.  Agricultand  National  Bank,  Fittefield. 
July  26.  Nortliampton  National  Bank,  NorthamploiL. 
Aug.  26.  FiiBt  National  Bank,  Marlboro. 

26.  PittBfield  National  Bank,  Fittefield. 
Sept.  10.  Cape  Ann  Natimial  Bank,  GlouceBter 

13.  Greylock  National  Bank,  Adams. 
Dec.     1.  Holyoke  National  Bank,  Holyoke. 

SEW  HAMPSHIRE. 

Apr.     3.  Claremont  National  Bank,  Claremont. 
12.  Strafford  National  Bank,  Dover. 
20.  FirBt  National  Bank,  Concord. 
20.  Keene  National  Bank,  Keene. 

RHODE  ISLAND. 

Mar.  26.  Aquidneck  National  Bank,  Newport. 

VERMONT. 

May     5.  Peoples  National  Bank,  Brattleboro. 

8.  Citizens  National  Bank,  Poultney. 
Oct.   21.  First  National  Bank,  Brandon. 
Dec.     1.  Welden  National  Bank,  St.  Albans. 

Trustee,  Executor,  and  Adminwtrator. 

connecticut. 

Mar.  22.  First  National  Bank,  WaUingfoid. 

N'EW  HAMPSHIRE. 

Mar.   18.  Merchants  National  Bank,  Dover. 
Bfay    10.  Indian  Head  National  Bank,  Nashua. 

Trustee,  Executor,  and  Registrar  ov  Stocks  and  Bonds. 

Apr.   12.  First  National  Bank,  Portland,  Me. 
Oct.      6.  Norway  National  Bank,  Norway,  Me. 

Trustee,  and  Registrar  op  Stocks  and  Bonds. 

new  hampshire. 

June     7.  Ashuelot  National  Bank,  Keene. 
July   13.  Citizens  National  Bank,  Newport. 

14.  Wolfeboro  National  Bank,  Wolfeboro. 
Aug.     2.  Amoskeag  National  Bank,  Manchester. 
Sept.  10.  Mechanicks  National  Bank,  Concord. 

Trustee. 
May     6.  Old  Lowell  National  Bank,  Lowell,  Mass. 

Registrar  of  Stocks. 
Mar.    22.  Essex  National  Bank,  Haverhill,  Mass. 

Eeoistrar  op  Stocks  and  Bonds. 
Sept.  21.  City  National  Bank,  Danbury,  Conn. 
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In  none  of  the  New  England  States  is  there  any  statutory  provision  expressly 
authorizing  national  banks  to  act  as  trustee,  executor,  administrator,  and  registrar 
of  stocks  and  bonds  except  Vermont.  In  Vermont  the  legislature  of  1915  passed  an 
act  expressly  authorizing  national  banks  to  act  as  executor,  trustee,  and  adminis- 
trator. New  Hampshire  recently  passed  an  act  forbidding  banks  to  act  as  executor 
or  administrator.  The  question  as  to  whether  this  act  applies  to  national  banks  as ' 
well  as  trust  companies  is  now  pending  before  the  New  Hampshire  Supreme  Court. 

A  committee,  composed  of  the  governor,  the  chairman,  and  the  cashier,  have 
passed  upon  the  applications  of  member  banks  for  powers  under  section  11  (k)  of  the 
Federal  Reserve  Act.  In  the  case  of  each  application  this  committee  haa  scruti- 
nized carefully  both  the  resources  and  management  of  the  applying  bank  before 
making  its  report.  The  committee  makes  its  report  to  the  board  of  directors,  who 
make,  through  the  chairman,  a  recommendation  to  the  Federal  Reserve  Board  based 
upon  the^report  of  that  committee.  The  granting  of  these  privileges  has  been  greatly 
appreciated  by  member  banks. 

In  determining  the  standing  of  these  banks,  the  cooperation  and  assistance  afforded 
by  Mr.  James  D.  Brennan,  chief  national-bank  examiner  of  this  district,  has  been  of 
much  value. 

Credit  Needs  op  the  District. 

This  is  a  savings  district  for  the  most  part,  and  banking  capital  is  in  excess  of  the 
demands  of  local  business.  Therefore  banks  are  obliged  to  seek  investments  in  the 
open  market.  Commercial  paper  should  constitute  more  of  the  investments  of  the 
commercial  bank,  especially  of  the  country  bank.  The  country  bank's  experience, 
however,  in  purchasing  outside  paper  has  not  been  very  satisfactory,  and  this  has  led 
those  banks  to  invest  more  and  more  in  a  poorer  grade  of  bonds  yielding  a  high  per 
cent  of  income.  These  investments,  in  inany  cases,  have  not  proved  satisfactor>', 
and  many  banks  show  a  heavy  shrinkage  in  their  bond  accounts. 

The  development  of  a  credit  department  and  its  use  by  member  banks  is  a  subject 
that  has  been  given  careful  consideration.  Thus  far  the  work  in  the  credit  depart- 
ment has  been  limited  largely  to  the  compiling  of  statistics  and  credit  information 
on  member  banks  and  State  banks  applying  for  membership.  The  credit  depart- 
ments of  the  Boston  banks  have  been  of  much  assistance  and  have  been  frequently 
used  in  checking  up  the  makers  of  notes  offered  for  rediscount. 

Ev^y  effort  diould  be  made  by  reserve  banks  to  see  that  proper  safeguards  sur- 
round the  commercial  notes  purchased  by  member  banks  through  note  brokers.  It 
would  seem  advisable  to  standardize,  as  far  as  poesible,  the  form  of  statement  fur- 
nished by  the  broker  to  banks  buying  paper  in  the  open  market  and  that  such  state- 
ments should  be  certified  to  by  outside  accountants,  and  in  the  case  of  the  laiger  bor- 
rowers that  notes  be  registered  by  some  responsible  agent.  This  bank  has  furnished  to 
its  member  banks  a  simple  form  of  statement  to  be  used  in  obtaining  credit  informa- 
tion from  depositors  and  has  recommended  the  forms  adopted  by  the  American  Bank- 
ers' Association  as  a  standard  form  when  more  detailed  information  was  deemed 
necessary. 

The  provision  of  the  Federal  Reserve  Act  allowing  member  banks  under  certain 
restrictions  to  invest  in  farm  mortgages  has  been  exercised  to  but  a  limited  extent  by 
banks  in  this  distiict,  farm  lands  in  New  England  not  furnishing  for  the  most  part 
attractive  security  for  loans.  There  is,  however,  in  many  of  the  country  districts  a 
demand  for  real-estate  loans.  If  the  Federal  Reserve  Act  could  be  amended  so  that 
in  lieu  of  the  farm  loan  member  banks  outside  of  reserve  cities  could  invest  a  certain 
portion  of  their  time  deposits  in  loans  against  improved  local  real  estate,  perhaps  at 
60  per  cent  of  the  assessed  value  of  the  land  and  buildings,  member  banks  have 
stated  they  would  avail  themselves  of  that  privilege,  and  could  invest  more  of  their 
surplus  money  locally  and  with  greater  safety. 
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CooPBRATioN  Between  Federal  Reserve  Banks. 

This  bank  has  purchased  about  $4,886,000  municipal  notes,  which  it  has  distributed 
among  the  other  Federal  Beserve  Banks.  In  matters  pertaining  to  exchange  between 
it  and  the  other  Federal  Beserve  Banks,  this  bank  has  allowed  those  exchanges  to 
take  a  normal  course  and  has  not  made  any  profit  on  such  transactioDs.  The  board 
of  directors  voted  to  purchase  from  other  Federal  Beserve  Banks  a  coDflidexable 
block  of  rediscounts  provided  those  banks  found  it  necessary  to  rediscount. 

Beultions  Between  the  Governor  and  Federal  Beservb  Aoekt. 

The  relations  between  the  governor  and  the  Federal  Beserve  Agent  from,  the  begin- 
ning have  been  those  of  partners  rather  than  of  officers  in  a  corporation,  both  realizing 
that  the  ultimate  success  of  the  Federal  Beserve  Bank  of  Boston  should  be  their  first 
thought.  Both  have  shared  in  the  responsibilities  and  tried  to  direct  the  bank's 
policy  for  the  greatest  benefit  of  the  commerce  and  member  banks  in  this  district. 
"While  the  Federal  Beserve  Agent  has  had  chaige  of  the  credit  department  and  sta- 
tistical work,  his  organization  has  been  easy  of  access  and  freely  used  by  the  officers 
of  the  bank.  On  the  other  hand,  the  banking  staff  has  assisted  the  Federal  Beserve 
Agent's  department  in  collecting  statistics,  in  handling  unfit  Federal  Reserve  notes, 
and  this  service  has  been  given  freely  when  needed.  There  has  been  cooperation 
at  all  times  between  the  banking  department  and  the  department  of  the  Federal 
Beserve  Agent. 

Effect  of  Bates  of  Discount  Fixed  bt  the  Federal  Beserve  Bank  on  Monet 

Bates  in  this  District. 

The  opening  of  the  Federal  Beserve  Bank  of  Boston  on  November  16,  1914,  had  a 
marked  effect  upon  the  then  existing  money  rates  in  this  district,  especially  so  in 
the  large  centers.  This,  however,  was  caused  more  through  the  release  of  cash  for- 
merly held  by  member  banks  as  reserve  than  by  the  establishment  of  discount  rates 
by  this  bank. 

Withui  a  few  days  after  the  opening  of  the  bank  rates  were  reduced  anywhere 
from  1  to  2  per  cent  and  the  banks  in  the  laige  centers  were  more  inclined  to  extend 
accommodation  to  their  own  customers,  and  the  demand  rate  on  brokers'  loans  was 
equally  materially  reduced.  The  establishment  of  the  lower  rates  from  time  to  time 
affected  the  rates  paid  by  the  country  bank  on  its  borrowings,  for  the  Boston  banks, 
wishing  to  retain  the  loans  of  the  out  of  town  banks,  met  those  rates  and  the  country 
banker  has  been  able  to  borrow  money  during  the  past  year  probably  lower  than  he 
ever  has  before. 

On  the  other  hand,  the  exceptionally  large  reserves  in  the  centers  have  no  doubt 
been  a  factor  in  the  reducing  of  rates.  During  the  past  12  months  the  country  banks 
have  been  borrowing  on  an  average  of  about  $4,000,000,  and  as  this  bank  has  only 
rediscounted  on  an  average  about  $200,000  of  that  amount  that  fact  is  apparent. 

The  following  table  shows  that  trend  of  rates  in  this  district  since  November,  1914: 
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Time  money,  6  montlis  or 

less 

Year  money 
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Town  notes 

Between  banks 
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District  Problemb. 

The  influence  of  the  new  reeerve  requiremente,  which  became  operative  at  the  time 
the  Federal  Keserve  Bank  opened,  is  a  subject  which  is  worth  studying.  Reference 
to  the  subject  of  reserves  has  been  made  elsewhere  in  this  report,  especially  as  it 
refers  to  the  problem  surrounding  the  collection  of  checks  and  its  influence  in  the 
retiring  of  emergency  circulation. 

Thus  far,  for  the  most  part,  the  reduction  in  the  new  reserve  requirements  has  been 
of  little  help  to  the  out-of-town  bank. 

On  the  other  hand,  the  Boston  banks,  Boston  being  the  only  reserve  city  in  this 
district,  have  been  able  to  reduce  their  reserves  nearer  the  minimum.  The  releasing 
of  these  reserves  and  the  release  of  reserves  in  central  reserve  cities,  especially  New 
York  and  Chicago,  have  produced  a  surplus  in  bank  reserves  which  has  greatly  de. 
pressed  the  money  market,  producing  low  rates,  which  have  reacted  against  the 
country  bank. 

iVnother  problem,  which  is  not  perhaps  peculiar  to  this  district  is  so  important  that 
mention  should  be  made  of  it,  is  the  practice  of  allowing  high  rates  of  interest  by  banks 
on  open  accounts  and  time  deposits.  While  con. petition  for  business  has  brought 
this  practice  about  and  will  cause  its  continuation,  still  especially  in  the  case  of  the 
out-of-town  bank  it  weakens  the  bank's  condition,  these  banks  feeling  obliged  to 
invest  their  funds  in  loans  and  securities  of  a  lower  grade  than  good  banking  practice 
would  warrant  in  order  to  show  a  profit  on  those  accounts.  This  question  of  interest 
paid  on  accounts  pertains  likewise  to  the  State  institutions,  and  cooperation  between 
State  banking  departments  and  the  oflicers  of  the  Federal  Reeerve  System  would 
seem  advisable. 

Industrial  and  Agricultural  Situation. 

The  general  industrial  situation  in  this  district  at  the  time  this  bank  began  busi- 
ness was  unsatisfactory,  due  to  quite  an  extent  to  circumstances  connected  with  the 
European  struggle.  Mills  were  running  only  a  proportion  of  their  capacity,  and, 
owing  to  the  prevailing  high  rates  of  money  and  the  unsettled  condition  in  staple 
products,  general  business  was  marking  time.  Orders  for  foreign  consumption, 
however,  were  arriving  in  increasing  amounts,  and  these  orders  for  boots,  shoes, 
leather,  arms,  ammunition,  woolen  goods,  and  machinery  have  been  the  principal 
stimulus  to  business  for  the  greater  part  of  the  i)ast  year.  Early  in  the  fall,  however, 
domestic  orders  began  to  appear,  especially  from  the  South  and  West,  and  our  mills 
began  to  feel  the  effect  of  the  falling  off  of  foreign-made  goods.  Wliile  emergency 
orders  are  still  an  important  factor  in  some  c^enters,  general  business  has  shown  a 
steady  improvement  from  domestic  trade,  and  on  the  whole  every  line,  with  but  a  very 
few  exceptions,  reports  good  business.  Labor  is  apparently  well  employed  all  over 
the  States,  and  especially  in  agricultural  districts  is  hard  to  obtain.  The  dye  situa- 
tion, which  affects  the  textile  trade,  has  been  getting  more  and  more  serious  and  has 
restricted  the  production  of  certain  goods. 

While  New  England  is  largely  a  manufacturing  district,  agriculture  plays  quite 
au  important  factor  in  the  outlying  sections.  A  year  ago,  with  the  exception  of  the 
potato  crop,  the  general  run  of  farm  products  was  good  and  brought  fair  prices.  The 
foot-and-mouth  disease  was  heavily  felt  in  the  spring  in  certain  sections  where  fanners 
have  relied  on  carrying  over  stock  for  spring  market.  The  season  of  1915  on  the 
whole  has  been  unsatisfactory  for  the  farmer,  the  early  rainy  weather,  together  with 
the  imseasonable  spring  and  summer  months,  has  brought  rather  poor  returns  from 
most  of  the  crops,  especially  the  hay  crop,  which  is  an  important  one  in  New  England. 
On  the  other  hand,  the  potato  crop  in  Maine,  where  it  is  the  most  important  factor, 
has  been  unusually  good  and  prices  for  that  commodity  range  high.  The  farmers 
relying  on  that  crop  will  probably  more  than  make  up  for  their  losses  last  year. 
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EaRNINGB  and  £xFEN8E8. 

Not  until  January  9,  1915,  when  the  tentative  regulation  <rf  the  Federal  Reserve 
Board  on  the  purchase  of  town  warranta  was  received,  waa  this  bank  in  a  position 
to  invest  any  of  its  money,  with  the  exception  of  a  limited  amount  of  notes  redie- 
counted  for  its  member  b&nks.  The  release  on  February  12,  1915,  of  Circular  5  d 
that  board  enabled  this  bank  to  buy  bankers'  acceptances,  and  these  two  classes  of 
loans  have  formed  the  greater  part  of  its  investments  throughout  the  year. 

During  the  period  of  organization  the  expenses  were  heavy.  On  June  30,  1915, 
therefore,  an  operating  loss  of  $26,243.80  was  shown.  In  addition  to  that  its  fihare 
of  the  expenses  of  the  Federal  Reserve  Board,  its  organization  expense,  and  the 
cost  of  preparing  a  large  supply  of  Federal  Reserve  notes  created  an  expense  of 
$56,562.70,  this  expense  to  be  distributed  over  several  years  and  charged  off  as  earn- 
ings warrant. 

It  is  the  custom  of  this  bank  to  count  as  income  only  actual  interest  and  discount 
earned,  unearned  income  being  carried  in  a  separate  account  and  transferred  from 
day  to  day  as  earned  to  current  income.  On  June  30, 1915,  this  bank  showed  unearned 
income  of  $23,550.83,  or  an  amount  nearly  equal  to  the  operating  loes. 

While  the  demand  for  rediscounts  from  member  banks  has  not  increased,  invest- 
ments in  acceptances,  town  warrants,  and  Government  bonds  during  the  second  half 
of  the  year  have  been  such  that  the  earnings  for  that  period  make  a  much  more  satis- 
factory showing,  the  surplus  for  the  second  period  being  practically  enough  to  take 
care  of  the  operating  loss  of  the  first  eight  months. 

Line  of  Development. 

The  past  year  has  been  one  of  development.  The  officers  and  directors  of  the 
bank  have  had  no  precedents  to  giiide  them.  They  have  been  blazing  a  new  trail, 
and,  although  each  step  has  had  to  be  carefully  thought  out,  progress  has  been  stea^^ 
ily  made.  The  problems  of  this  bank  have  been  so  different  from  those  of  the  ordi- 
nary commercial  bank  that  past  experience  and  training  have  been  of  little  help  in 
solving  them.  Each  problem  as  it  came  up  has  had  to  be  carefuUy  analyzed  and 
solved  only  after  the  most  careful  study  and  inquiry  into  all  conditions  affecting  it. 
It  has  been  the  aim  of  the  officers  and  directors  of  this  bank  to  put  it  in  operation 
and  to  carry  on  its  business  with  as  little  disturbance  to  the  financial  machinery  of 
this  district  as  possible.  Its  development  has  not  been  forced,  but  has  come  natu- 
rally, adjusting  its  policy  to  present  banking  conditions  and  making  innovations 
slowly  and  with  due  care.  It  has  been  its  aim  to  conserve  its  resources  in  such  shape 
as  to  make  them  available  should  occasion  arise  when  member  banks  should  need  it£ 
services. 

Appendix. 

Boston  Clearing  House  Association. 

[Coltoctlon  schedule,  January,  1914.] 

FOR  new  ENGLAND. 

Free. — ^AU  items  on  Providence,  R.  I.,  and  chocks  on  banking  institutions  remit- 
ting at  par  through  the  Boston  Clearing  House. 
One-tenth  ofl  per  cent. — All  other  New  England  items  (exceptions  noted  Below).' 

OUTSIDE  NEW  ENGLAND. 

Discretionary.— All  items  on  Albany,  N.  Y.;  Baltimore,  Md.;  Bayonne,  N.  Jm 
Hoboken,  N.  J.;  Jersey  City,  N,  J.;  Newark,  N.  J.;  New  York,  N.  Y.;  Philadelpto^ 
Pa.;  and  Troy,  N.  Y. 

1  One<twentlcth  of  1  per  cent.— Caribou,  Fort  Fairfield,  Fort  Kent,  Houlton,  Mars  Ilill,  Preeque  l9^> 
Van  Buren,  and  Washburn  In  State  of  Maine. 
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One-tenth  of  1  per  cent. — All  items  on  Canada,  Delaware,  District  of  Columbia,  Illi- 
nois, Indiana,  Iowa.  Kentucky,  Maryland^  Michigan,  Minnesota.  Missouri,  New 
Jersey,  New  York,  Onio,  Pennsylyama,  Virginia,  West  Virginia,  and  Wisconsin. 

One-fourth  of  1  per  cent. — ^AIl  items  on  Alabama,  Arizona,  Arkansas,  California, 
Colorado,  Florida,  Geoigia,  Idaho,  Indian  Territory,  Kansas,  Louisiana,  Mississippi, 
Montana,  Nebraska,  Nevada,  New  Mexico,  North  dux>lina,  North  Dakota,  Oklahoma, 
Oregon,  South  Carolina,  South  Dakota,  Tennessee,  Texas.  Utah,  Washington,  and 
WVoming. 

No  charge  less  than  10  cents. 


CHARGE  POINTS  NOVEMBER,  1914. 
[Showing  points  that  have  gone  on  par  list  since  that  data 

Boston  Clearing  House. 


FOREIGN  DEPARTMENT. 


Checks  on  banking  institutions,  as  listed  below,  will  be  received  on  deposit  subject 
to  a  discount  of  one-tenth  or  one-twentieth  of  1  per  cent  as  stated,  under  the  niles 
and  regulations  adopted  by  the  Clearing  House  Association. 


VERMONT. 

One-tenth  of  1  per  cent. 

Barton  Savings  Bank  &  Trust  Co. 

Bethel,  National  White  River  Bank. 

Bradford  National  Bank. 

Bristol,  First  National  Bank. 

Burlington,  Howard  National  Bank. 

Burlington,  City  Trust  Co. 

Burlington,  Merchants  National  Bank. 

Burlington  Trust  Co. 

Burlington,  Chittenden  County  Trust  Co. 

Chelsea,  National  Bank  of  Orange  County 

Chester,  National  Bank  of. 

Danville,  Caledonia  National  Bank. 

Derby  Line,  National  Bank  of. 

Enosburg  Falls  Savings  Bank  &  Trust  Co. 

Enosburg  Falls,  First  National  Bank. 

Essex  Junction,  Essex  Trust  Co. 

Fairhaven,  Allen  National  Bank. 

Fairhaven,  First  National  Bank. 

Hardwick,  Granite  Trust  Co. 

Hardwick  Savings  Bank  &  Trust  Co. 

Hyde  Park,  Lamoille  County  National 
Bank. 

Island  Pond  National  Bank. 

Ludlow  Savings  Bank  &  Trust  Co. 

Lyndonville  National  Bank. 

Manchester  Center,  Factory  Point  Na- 
tional Bank. 

Middlebury  National  Bank. 

Middletown  Springs,  L.  &  A.  Y.  Gray. 

Montjpelier  National  Bank. 

Momsville,  Union  Savings  Bank  &  Tnrst 
Co. 

Newport,  National  Bank  of. 

Newport,  Orleans  Trust  Co.*  ^ 

Nortn  Benning|ton,  First  National  Bank. 

Northfield  National  Bank. 

Northfield  Savings  Bank. 

North  Troy,  Valley  Savings  Bank  <& 
Trustee. 

Orleans,  Central  Savings  Bank  &  Tnist 
Co. 


Poultney,  First  National  Bank. 
Poidtney,  Citizens  National  Bank. 
Proctor  Trust  Co. 

Proctorsville,  National  Black  Biver  Bank. 
Randolph  National  Bank. 
Eichford  Savings  Bank  &  Trust  Co. 
Rutland,  Clement  National  Bank. 
Rutland,  KiUington  National  Bank. 
Rutland,  Rutland  County  National  Bank. 
Rutland,  Rutland  Trust  Co. 
Sprinefield,  First  National  Bank. 
St.  Albans,  Welden  National  Bank. 
St.   Albans,    Franklin   County   Savings 

Bank. 
St.  Albans,  Peoples  Trust  Co. 
Swanton  Saving  Bank  &  Trust  Co. 
Vergennes,  National  Bank  of. 
West  Rutland  Trust  Co. 
White  River  Junction,   First  National 

Bank  of. 
White  River  Junction,  Hartford  Savings 

Bank  <&  Trust  Co. 
Winooski,  Champlain  Trust  Ca 
Woodstock  National  Bank. 

MAINE. 

One-twentieth  of  1  per  cent. 

Caribou,  Aroostook  Trust  Co. 

Caribou  National  Bank. 

Fort  Fairfield  National  Bank. 

Fort  Fairfield,  Frontier  Trust  Co. 

Fort  Keht  Trust  Co. 

Houlton,  Farmers  National  Bank. 

Houlton,  First  National  Bank. 

Houlton  Trust  Co. 

Mars  Hill  Trust  Co. 

Presque  Isle  National  Bank. 

Presque  Isle,  Merchants  Trust  &  Banking 

Co. 
Van  Buren  Trust  Co. 
Van  Buren,  First  National  Bank. 
Washburn,  Aroostook  Trust  Co. 
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NEW  HAMPSHIBE. 

One-tenth  of  1  per  cent, 

Berlin  National  Bank. 

Berlin  Guaranty  Trust  Co. 

Colebrooky  Farmers  &  Traders  National 

Bank. 
Colebrook  National  Bank, 
runway  National  Bank. 
Groveton,  Coos  County  National  Bank, 
l^ancaster  National  Bank. 
Lancaster  Trust  Co. 
Lisbon  Saving  Bank  &  Trust  Co. 
Littleton  National  Bank. 
North  Conway  Loan  &  Banking  Co. 
Whitefield  Bank  &  Tnist  Co. 


November,  1914. 


Wolfborough,  National  Bank. 
Woodsville  National  Bank. 

CONNECTICUT. 

One-tenth  of  1  per  cent. 

Ansonia  National  Bank.' 
Darien,  Home  Bank  &  Trust  Co.* 
Derby,  Birmingham  National  Bank.' 
Mystic  River  National  Bank. 
Norwalk,Fairfield  County  National  Bank. 
Norwalk,  Central  National  Bank  A  Peo- 
ples Trust  Co. 
Se)rmour  Trust  Co.* 
Shelton  Trust  Co.' 
Thomaston  National  Bank. 

C.  A.  RuGOLES,  Manager. 


CHARGE  POINTS,  NOVEMBER  16,  1915. 

BoerroN  Clearing  House  Association. 


November  16,  1915. 

At  a  si>ecial  meeting  of  the  Boston  Clearing  House  Association,  held  to-da^,  the 
"Rules  and  regulations  reading  collections''  were  amended  to  make  discretionary 
the  following  additional  points: 

1.  Checks  on  points  receivable  upon  deposit  at  par  b^r  Federal  Reserve  Banks  in 
the  cities  of  Boston,  New  York,  and  rhiladelphia  from  their  respective  member  banks. 

2.  Checks  on  banks  and  trust  companies  in  the  States  of  New  York  and  New  Jersey 
receivable  upon  deposit  at  par  by  members  of  the  New  York  Clearing  House  Aasocia- 
tion. 

3.  Checks  on  Federal  Reserve  Banks,  provided  that  the  credit  of  interest  upon  such 
checks  shall  be  delayed  in  accordance  with  the  schedule  of  deferred  credit  adopted  by 
the  Federal  Reserve  Bank  of  Boston.  ' 

4.  Items  on  Chicago  and  St.  Louis. 

5.  Drafts  drawn  upon  insurance  companies  and  mutual  savings  banks  located  io 
New  England. 

The  "Kules  and  regulations  regarding  collections"  as  amended  now  read  as  follows: 
Section  1.  These  rules  and  regulations  shall  apply  to  all  members  of  the  assocJ- 

tion,  and  to  all  banks  or  trust  companies  or  others  clearing  through  such  members. 

The  parties  to  which  the  same  so  apply  are  hereinafter  described  as  collecting  banks. 
Sec  2.  The  charges  shall  be  discretionary  with  the  clearing  bank  and  shall  not  be 

governed  by  the  provisions  of  these  rules  and  regulations  upon  the  following  items: 

a.  All  items  collected  for  account  of  the  Governments  of  tne  United  States,  the  Com- 
monwealth of  Massachusetts,  or  the  city  of  Boston. 

b.  New  England  checks  collectible  at  par  through  the  Boston  Clearing  House. 

c.  Checks  iiniich  Federal  Reserve  Banlra  in  the  aties  of  Boston,  New  York,  and  Phil- 
adelphia shall  give  notice  that  they  will  receive  upon  deposit  at  par  from  their  re- 
spective member  banks. 

d.  Checks  on  banks  and  trust  companies  in  the  States  of  New  York  and  New  Jersey 
recdvable  upon  deposit  at  par  by  members  of  the  New  York  Clearing  House  Asso- 
ciation. 

e.  Checks  drawn  upon  any  Federal  Reserve  Bank:  Provided,  That  the  credit  of 
interest  upon  such  checks  shall  be  delayed  in  accordance  with  the  schedule  of  deferred 
credit  adopted  by  the  Federal  Reserve  Bank  of  Boston. 

/.  Items  payable  in  the  cities  of  New  York,  Providence,  Albany,  Troy,  Jersey  City, 
Newark,  Hoboken,  Bayonne,  Philadelphia,  Baltbnore,  Chicago^  and  St.  Louis. 

g.  Drafts  drawn  upon  insurance  companies  and  mutual  savings  banks  located  in 
New  England. 

Sec  3.  For  all  items  payable  at  anypoint  in  New  England,  excepting— 

a.  Items  on  the  city  ol  Providence,  R.  I„ 

6.  Checks  collectible  at  par  through  the  Federal  Reserve  Bank  of  Boston, 
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e.  Checks  on  those  banking  institutionB  which  pay  checks  on  themselves  sent 
through  the  clearing  house  by  remitting  therefor  promptly  on  receipt  thereof,  without 
charge,  checks  on  some  member  of  the  Boston  or  New  York  Clearing  House,  or  upon 
some  banking  institution  clearing  through  some  such  member;  and 

d.  Drafts  drawn  upon  insurance  companies  and  mutual  savings  banks  located  in 
New  England, 

the  collecting  bank  shall  charge  not  less  than  one-tenth  of  1  per  cent  of  the  amount  of 
the  items  respectivelv,  and  in  no  case  less  than  10  cents  upon  any  one  item,  but  all 
such  items  received  trom  any  one  depositor  or  correspondent  on  the  same  aay  may 
be  added  together  and  treated  as  one  item  for  the  purpose  of  fixing  the  amount  to  be 
chaxged. 

Until  further  notice  from  the  clearing  hoiise  committee,  section  3  of  the  rules  and 
r^^ations  r^rding  collections  outside  the  city  of  Boston  is  modified  by  the  addi- 
tion of  the  following: 

''Should  any  banKing  institution  in  New  England  pay  checks  on  itself  sent  through 
the  clearing  house  by  remitting  therefor  promptly  on  receipt  thereof,  with  a  charee 
of  one-twentieth  of  1  per  cent,  checks  on  some  member  of  the  Boston  or  New  York 
cleariiu;  house,  or  u]x>n  some  banking  institution  clearing  through  some  such  member, 
the  collecting  bank  shall  charge  not  less  than  one-twentieth  of  1  per  cent  of  tlie  amount 
of  the  items,  respectivelv,  and  in  no  case  less  than  10 cents  upon  any  one  item;  but 
all  such  items  received  hova  any  one  depositor  or  correspondent  on  the  same  day  may 
be  added  together  and  treated  as  one  item  for  the  purpose  of  fixing  the  amoimt  to  be 
charged." 

Seo.  4.  For  all  items  received  (except  those  on  Federal  Reserve  Banks  and  on  the 
points  declared  discretionary  in  sec.  2),  payable  at  points  in  Delaware,  District  of 
Columbia,  Indiana,  Illinois,  Iowa,  Kentucky,  Maryland,  Michigan,  Minnesota,  Mis- 
souri, New  Jersey,  New  York,  Ohio,  Pennsylvania,  Virginia,  West  Virginia.  Wis- 
consin, and  Canada,  the  collecting  bank  shall  charge  not  less  than  one-tenm  of  1 
per  cent  of  the  amount  of  the  items,  respectivel}^,  and  in  no  case  less  than  10  cents 
upon  any  one  item;  but  all  items  described  in  this  section  received  from  any  one  de- 
positor or  correspondent  on  the  same  day  may  be  added  togeUier  and  treated  as  one 
Item  for  the  purpose  of  fixing  the  amount  to  be  charged . 

Sbc.  5.  For  all  items  (except  those  on  Federal  Reserve  Banks)  payable  at  points 
in  Alabama,  Arizona,  Arkansas,  CaUfomia,  Colorado,  Florida,  Georgia,  Ididio,  In- 
dian Territorv,  Kansas,  Louisiana,  Mississippi,  Montana,  Nebraska,  Nevada,  New 
Mexico,  North  Carolina,  North  Dakota,  Oklahoma.  Or^on,  South  CaroUna,  South 
Dakota,  Tennessee,  Texas,  Utah,  Washington,  and  Wyoming,  the  collecting  bank 
shall  chaige  not  less  than  one-quarter  of  1  per  cent  of  the  amount  of  the  items,  respec- 
tivel^r,  a(id  in  no  case  less  than  10  cents  upon  any  one  item;  but  all  items  described 
in  tiud  section  received  from  any  one  depNositor  or  correspondent  on  the  same  day 
may  be  added  together  and  treated  as  one  item  for  the  purpose  of  fixing  the  amount 
to  bechaised. 

Sec.  6.  The  charges  herein  specified  are  in  all  cases  to  be  collected  at  the  time  of 
deposit  or  not  later  than  the  10th  dav  of  the  following  calendar  month.  No  collecting 
bulk  shall  directly  or  indirectly  allow  any  abatement,  rebate,  or  return  for  or  on 
account  of  such  charges,  or  make  in  any  form  any  compensation  therefor. 

Sec.  7.  In  case  any  member  of  the  association  shxdl  learn  that  t^eee  rules  and  regu- 
lations have  been  violated  by  any  of  the  collecting  banks,  it  shall  immediately  report 
the  facts  to  the  chairman  of  the  clearing  house  committee,  or,  in  his  absence,  to  the 
manager  of  the  clearing  house.  Upon  receiving  information  from  any  source  that 
there  nas  been  a  violation  of  the  same,  said  chairman,  or,  in  his  absence,  said  man- 
ager, shall  call  a  meeting  of  the  committee.  The  committee  shall  investigate  the 
facts,  and  determine  whether  a  formal  hearing  is  necessary.  In  case  the  committee 
so  concludes,  it  shall  instruct  the  manager  to  formulate  charges  and  present  them  to 
the  committee.  A  copy  of  the  charges,  together  with  written  notice  of  the  time  and 
place  fixed  for  hearing  r^arding  the  same,  shall  be  served  ui)on  the  collecting  bank 
charged  with  such  violation,  which  shall  have  the  rig:ht  at  any  hearing  to  introduce 
such  relevant  evidence  and  submit  such  argument  as  it  may  desire,  ^le  committee 
shall  hear  whatever  relevant  evidence  may  be  offered  by  any  person  and  whatever 
arguments  may  be  submitted,  and  shall  determine  whether  the  charges  are  sustained. 
In  case  it  reaches  the  conclusion  that  they  are,  the  committee  shall  call  a  special 
meeting  of  the  association  and  report  thereto  the  facts  with  its  conclusions.  If  the 
report  of  the  committee  is  approved  by  the  association,  the  collecting  bank  charged 
with  such  violation  shall  pay  to  the  association  ^e  sum  of  |1,000;  and  in  case  of  a 
second  violation  of  these  rules  and  regulations  any  collecting  bank  may  also,  in  the 
discretion  of  the  association,  be  excluded  from  using  its  privileges  directly  or  in- 
directly, and,  if  it  is  a  member,  expelled  ttom  the  association. 

Charles  P.  Bunn,  Jr.,  Secretary, 
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Boston  Glearino  House  AssociiCTioN. 

[List  No.  3.    December  6, 1915.] 
Banks  outside  of  New  England  upon  which  the  charge  is  discretionary: 


All  items  on  the  cities  of — 
Albany,  N.  Y. 
Baltimore,  Md. 
Bayonne,  N.  J. 
Chicago,  III. 
Hoboken,  N.J. 
Jersey  City,  N.J. 

Checks  upon  the  following  banks: 

Federal  Reserve  Banks — 
Atlanta,  Ga. 
Chicago,  111. 
Cleveland,  Ohio. 
Dallas,  Tex. 
Kansas  CHty,  Mo. 
Minneapohs,  Minn. 


All  items  on  the  cities  of — Continued. 
Newark,  N.  J. 
New  York,  N.Y. 
Philadelphia,  Pa. 
St.  Louis,  Mo. 
Troy,  N.  Y. 


Fedend  Reserve  Banks— Continued. 
New  York,  N.  Y. 
Philadelphia,  Pa. 
Richmond.  Va. 
St.  Louis,  Mo. 
San  Francisco,  Cal. 


DELAWARE. 


Delmar,  First  National  Bank. 


Seaford,  Firpt  National  Bank. 


NEW  JERSEY. 


Allentown,  Farmers  National  Bank. 
Arlington,  First  National  Bank. 
Asbury   Park,    Asbury   Park   &    Ocean 

Grove  Bank. 
Asbury  Park,  Asbury  Park  Trust  Co. 
Asbur}^  Park,  Seacoast  National  Bank. 
Atlantic  City,  Boardwalk  National  Bank. 
Atlantic  City,  Marine  Trust  Co. 
Bayonne,  all  items. 
Bellevuc,  First  National  Bank. 
Berlin,  Berlin  National  Bank. 
Bemardsville,     Bemardsville     National 

Bank. 
Blackwood,  First  National  Bank. 
Blairstown,  First  National  Bank. 
Bloomfield,  Bloomfield  National  Bank. 
Bloomfield,  Bloomfield  Trust  Co. 
Bloomfield,  The  Watsessinf  Bank. 
Boonton,  Boonton  National  Bank. 
Bound   Brook,   Bound   Brook   National 

Bank. 
Bound  Brook,  First  National  Bank. 
Caldwell,  Caldwell  National  Bank. 
Caldwell,  Citizens'  National  Bank. 
Camden,  Camden  National  Bank. 
Camden,  Camden  Safe  Depo$«it  &  Trust 

Co. 
Camden,  First  National  Bank. 
Carlstadt,  Carlstadt  National  Bank. 
Clayton,  Clayton  National  Bank. 
Clifton,  Clifton  Trust  Co. 
Clinton,  Clinton  National  Bank. 
Closter,  Closter  National  Bank. 
Cranford,  Cranford  Trust  Co. 
Dunellen,  First  National  Bank. 
East  Orange,  East  Orange  Bank. 
East  Orange,  Essex  County  Trust  Co. 
East  Orange,  People's  Bank. 


East   Orange,    Savings,    Investment    4k 

Trustee. 
Edgewater,  First  National  Bank. 
Edgewater,  Northern  New  Jersey  Trupt 

Co. 
Elizabeth,  Elizabethport  Banking  Co. 
Elizabeth,  Elizabeth  Trust  Co. 
Elizabeth,  National  State  Bank. 
Elizabeth,  Union  County  Trust  Co. 
Englewood,  Citizens'  National  Bank. 
Englewood,  Palisades  Trust  &  Guaranty 

Co. 
EngUshtown,  First  National  Bank. 
Flemington,  Flemington  National  Bank. 
Flemington,  Hunterdon  County  National 

Bank. 
Fort  Lee,  Finst  National  Bank. 
Freehold,  National  Freehold  Banking  Co. 
Garfield,  First  National  Bank. 
Glen  Ridge,  Glen  Ridge  Trust  Co. 
Guttenberg,  First  National  Bank. 
Hackensack,  Hackensack  National  Bank. 
Hackensack,  Hackensack  Trust  Co. 
Hackensack,  Peoples  National  Bank. 
Hackettstown,    Hackettstown    National 

Bank. 
Hackettstown,  Peoples  National  Bank. 
Haddon  Heights,  Haddon  Heights  Na- 
tional Bank. 
Harrison,  West  Hudson  County  Trust  Co. 
Hoboken,  all  items. 
Hope,  First  National  Bank. 
Jersey  City,  all  items. 
Lakewood,  People's  National  Bank. 
Lyndhurst,  First  National  Bank. 
Aianasquan,  Manasouan  National  Bank. 
Matawan,  Farmers  <x  Merchants  National 

Bank. 
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Millville,  Mechamcs  National  Bank. 
Montclair,  Bank  of  Montclair. 
Montclair,  Essex  National  Bajik. 
Montclair,  Essex  Title  Guaranty  &  Trust 

CJo. 
Montclair,  Firet  National  Bank. 
Montclair,  Montclair  Trust  Go. 
Moorestown,  Moorestown  National  Bank. 
Morristown,  American  Trust  Co. 
Morristown,  First  National  Bank. 
Morristown,  Morristown  Trust  Co. 
Morristown.  National  Iron  Bank. 
Mount  Holly^  Union  National  Bank. 
Netcong,  Citizens  National  Bank. 
Newark,  all  items. 
New  Brunswick,  National  Bank  of  New 

Jersey. 
New  Brunswick,  New  Brunswick  Trust 

Co. 
New  Brunswick.  Peoples  National  Bank. 
Nutley,  Bank  ot  Nutley. 
Orange,  Orange  National  Bank. 
Orange,  Second  National  Bank. 
Passaic,  Hobart  Trust  Co. 
Passaic,  Merchants  Bank. 
Passaic,  Passaic  National  Bank. 
Passaic,  Passaic  Trust  d  Safe  Deposit  Co. 
Passaic,  Peo|>leB  Bank  &  Trust  Oo. 
Paterson,  Citizens  Trust  Co. 
Paterson,  First  National  Bank. 
Paterson,  German- American  Trust  Co. 
Paterson,  Hamilton  Trust  Co. 
Paterson,  Paterson  National  Bank. 
Paterson,  Paterson  Safe  Deposit  &  Trust 

Co. 
Paterson,  Second  National  Bank. 
Paterson,  Silk  City  Safe  Deposit  A  Trust 

Co. 
Pedricktown,  First  National  Bank. 
Perth  Amboy,  First  National  Bank. 
Perth  Amboy,  Perth  Amboy  Trust  Co. 
Pitman,  Pitman  National  Bank. 
Plainfield,  City  National  Bank. 
Plainfield,  Fint  National  Bank. 
Plainfield,  Plainfield  Trust  Co. 
Plainfield,  State  Trust  Co. 
Pompton  LsLkes,  First  National  Bank. 
Port  Norris,  First  National  Bank. 
Princeton,  Princeton  Bank. 
Ridgefield  Park,  First  National  Bank. 
Ridgewood,  First  National  Bank. 
Rid2ewood,  Ridgewood  Trust  Co. 
Rockaway,  First  National  Bank. 
Roosevelt,  First  National  Bank. 
Roselle.  First  National  Bank. 
Rutheriord,  Bereen  County  Bank. 
Rutherford,  Rumerford  National  Bank. 
Rutherford,  Rutherford  Trust  Co. 
Secaucus.  First  National  Bank. 
Somerville,  First  National  Bank. 
Somerville,  Second  National  Bank. 
South  Orange,  People's  Bank  (branch  of 

East  Orange). 
South  Orange,   Savings   Investment    & 

Trust  Co. 
South  River,  First  National  Bank. 
South  River,  South  River  Trust  Co. 


Spring  Lake,  First  National  Bank. 
Summit,  Fiiiit  National  Bank. 
Summit,  Summit  Trust  Co. 
Swedesboro,  Swedesboro  National  Bank. 
Tenafly,  First  National  Bank. 
Toms  Kiver,  First  National  Bank. 
Union,  Town  of,  First  National  Bank. 
Vineland,  Tradesmen's  Bank. 
Weehawken  (see  Union,  town  of). 
Westfield,  National  Bank  of  Westfield. 
Westfield,  Peoples  National  Bank. 
Westfield,  Westfield  Trust  Co. 
West  Hoboken,  Commonwealth  Trust  Co. 
West  Hoboken,  National  Bank  of  North 

Hudson. 
West  New  York,  N.  J.  Title  Guarantv  <& 

Trustee. 
West  Orange.  First  National  Bank. 
Westwood,  first  National  Bank. 
Woodbridge,  First  National  Bank. 
Williamstown,  First  National  Bank. 

NEW  YORK. 

Albany,  all  items. 

Amityville,  Bank  of  Amityville. 

Amityville,  First  National  Bank. 

Amsterdam^  First  National  Bank. 

Astoria,  all  items. 

Babylon,  Babvlon  National  Bank. 

Babylon,  Bank  of  Babylon. 

Bay  Shore,  First  National  Bank. 

Bay  Shore,  South  Side  Bank. 

Bayside,  all  items. 

Bronxville,  Gramatan  National  Bank. 

Brooklyn,  all  items. 

Buffalo,  Bank  of  Buffalo. 

Buffalo,  Buffalo  Trust  (^o. 

Buffalo,  Central  National  Bank. 

Buffalo,  Commonwealth  Trust  Co. 

Buffalo,  German-American  Bank. 

Buffalo,  Manufacturers  &  Traders  Na- 
tional Bank. 

Buffalo,  Marine  National  Bank. 

Buffalo,  Market  Bank. 

Buffalo,  Peoples  Bank. 

Buffalo,  Third  National  Bank. 

Cazenovia,  Cazenovia  National  Bank. 

College  Point,  all  items. 

Corona,  all  items. 

Dundee,  Dundee  National  Bank. 

Elmhurst,  all  items. 

Elmira,  Merchants  National  Bank. 

Elmira,  Second  National  Bank. 

Far  Rockaway,  all  items. 

Farmingdale,  Bank  of  Farmingdale. 

Farmingdale,  First  National  Bank. 

Fleischmanns,  Citizens  Bank  of  Griffins' 
Comer. 

Floral  Park,  Floral  Park  Bank. 

Flushing,  all  items. 

Freeport,  First  National  Bank. 

Freeport,  Freeport  Bank. 

Geneva,  First  National  Bank. 

Glen  Cove,  Glen  Cove  Bank. 

Glen  Cove,  Nassau  Union  Bank. 

Glens  Falls,  First  National  Bank. 
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Glens  Falls,  National  Bank  of  Glens  Falls. 

Gran\'ille,  Washington  County  National 
Bank. 

Great  Neck,  Bank  of  Great  Neck. 

Greenwich,  First  National  Bank. 

Groton,  Mechanics  Bank. 

Gouvemeur,  First  National  Bank. 

Hempstead,  First  National  Bank. 

Hempf^tead,  Hempstead  Bank. 

Hi.^hland  Falls,  First  National  Bank. 

HooHick  Falls,  Peoples  National  Bank. 

Hudson  Falls,  Peoples  National  Bank. 

Huntington,  Bank  of  Huntington. 

Huntington,  First  National  Bank. 

Ithaca,  First  National  Bank. 

Ithaca,  Tompkins  County  National  Bank. 

Jamaica,  all  items. 

Lake  Placid,  Lake  Placid  National  Bank. 

Larchmont,  Larchmont  National  Bank. 

Lawrence,  Bank  of  Lawrence. 

Lockport,  National  Exchange  Bank. 

Lockport,  Niagara  County  National  Bank. 

Lone:  Inland  Citv,  all  items. 

Lynbrook,  Lynbrook  National  Bank. 

Mamaroneck,  First  National  Bank. 

Mariners  Harbor,  all  items. 

Mechanicsvillc,  Manufacturers  National 
Bank. 

Mlddleport,  First  National  Bank. 

Millbrook,  Bank  of  Millbrook. 

Mineola,  First  National  Bank. 

Mineola,  Nassau  Coxmty  Trust  Co. 

Mount  Vernon,  First  National  Bank. 

Mount  Vernon,  Mount  Vernon  Trust  Co. 

Newburgh,  Highland  National  Bank. 

New  Brighton,  all  items. 

New  Rochelle,  Huf^uenot  Trust  Co. 

New  Rochelle,  National  City  Bank. 

New  Rochelle,  New  Rochelle  Trust  Co. 

New  Rochelle,  North  Avenue  Bank. 

New  York  City,  all  items. 

Niagara  Falls,  Niagara  Falls  Trust  Co. 

Niagara,  Power  City  Bank. 

Northport,  First  National  Bank. 

Northport,  Northport  Tnist  Co. 

Nyack,  Nyack  National  Bank. 

Nyack,  Rockland  County  Trust  Co. 

Ogdensburg,  National  Bank  of  Ogd ens- 
burg. 

Ossining,  First  National  Bank. 

Ofisining,  Ossining  National  Bank. 

Oyster  Bay,  North  Shore  Bank. 

Oyster  Bay,  Ovster  Bay  Bank. 

Ozone  Park,  all  items. 

Pearl  River,  First  National  Bank. 

Peekskill,  Westchester  County  National 
Bank. 

Perry,  First  National  Bank. 

Philmont,  Hrst  National  Bank. 

Plattsbui^g,  First  National  Bank. 

Pleasantville,  Mount  Pleasant  Bank. 

Port  ('hester,  First  National  Bank. 

Port  Chester,  Mutual  Trust  Co.  of  West- 
chester County. 

Port  Jefferson,  Bank  of  Port  Jefferson. 

Port  Jefferson,  First  National  Bank. 

Port  Richmond,  all  items. 


Port  Washington,  Bank  ctt  North  Hciai^ 

stead. 

Richmond  Hill,  all  Items. 

Ridge  wood,  Ridgewood  National  Bank. 

Rochester,  Traders  National  Bank. 

Rocka^ay  Beach,  all  items. 

Rockville   Center,    Bank   of   RoekTiSf 
Center 

Rockville  Cent^,  First  National  &aJc. 

Roslyn,  Bank  of  Hempstead  Harbor. 

Rye,  Rye  National  Bank. 

Salem,  Peoples  National  Bank. 

8aranac    Lake,     Adirondack     Natioail 
Bank. 

Saratoga  Springs,  Adirondack  Trust  ( o. 

Saratoga  Sprines,  Citizena  Natioiial  Bazik. 

Schenectady,  Citizens  Trust  Co. 

Schenectady,  Mohawk  National  Bank. 

Schenectady,  Schenectady  Trust  Co. 

Schenectady,  Union  National  Bank. 

Smithtown  Branch,   National   Bank  f^ 
Smithtown  Branch. 

Southampton,  First  National  Bank. 

Stapleton,  all  items. 

Stony  Brook,  Bank  of  Suffolk  County. 

Syracuse,  Central  City  Trust  Co. 

Syracuse,  City  Bank  of  Syracuse. 

Syracuse,  Commercial  National  Bank. 

Syracuse,  First  National  Bank. 

Syracuse,  Merchants  National  Bank. 

Syracuse,  National  Bank  of  Syracuse. 

Syracuse,  Salt  Springs  National  Bank. 

Syracuse,  Syracuse  Trust  Co. 

S>Tacuse,  Third  National  Bank. 

Syracuse,  Trust  &  Deposit  Co.  of  Onon- 
daga. 

Tottenville,  all  items. 

Troy,  all  items. 

Tuckahoe,  First  National  Bank. 

Westbury,  Bank  of  Westbury. 

Westhampton  Beach,  Seaside  Bank. 

Wliitestone.  all  items. 

White  Plains,   Central  Bank  of  West- 
chester County. 

W^bite  Plains,  Citizens  Bank. 

White  Plains,  County  Trust  Co. 

Wliite  Plains,  First  National  Bank. 

Woodhaven,  all  items. 

Yonkers,  First  National  Bank. 

Yonkers,  Westchester  Trust  Co. 

Yo-ikers,  Yonkers  National  Bank. 

PENNSYLVANIA. 

*  Allen  town,  Allen  town  National  Bank. 
Allen  town.  Merchants  National  Bank. 
Allentown,  Second  National  Bank. 
Altoona,  first  National  Bank. 
Altoona,  Second  National  Bmik. 
Blue  Ball,  Blue  Ball  National  Bank. 
Bradford,  Bradford  National  Bank. 
Canton,  Farmers  National  Bank. 
Canton,  First  National  Bank. 
Catasauqua,    National    Bank    of   Cata- 

sauaua. ' 
Chamoeisburg,  National  Bank  of  Ghaoh 

bersburg. 
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Clarks  Summit,  Abineton  National  Bank. 
Ooatesville,  NatioDAl  Bank  of  Chester 

VaUey. 
OoU^^eville,  Collegeville  National  Bank. 
Copla^,  Coplay  National  Bank. 
Danville,  Danville  National  Bank. 
Danville,  Fiist  National  Bank. 
Duncannon,  Duncannon  National  Bank. 
Duncannon,  Peoples  National  Bank. 
Dunmore,  First  National  Bank. 
Cast  Berlin,  East  Berlin  National  Bank. 
Fawn  Grove,  First  National  Bank. 
Freeland,  Fust  National  Bank. 
Oirardville,  First  National  Bank. 
Glenside,  Glenside  National  Bank. 
Hamburg,  First  National  Bank. 
Hazleton,  First  National  Bank. 
Honey  Brook,  First  National  Bank. 
Howard,  First  National  Bank. 
Huntingdon,  First  National  Bank. 
Lancaster, 'Northern  National  Bank. 
Lancaster,  Peoples  National  Bank. 
LandisvillO)  First  National  Bank. 
Lansdale,  First  National  Bank. 
Lehighton,  First  National  Bank. 
Lemasters,  Lemasters  National  Bank. 
McOonnellsburg,  First  National  Bank. 
Marietta,  Exchange  National  Bank. 
MiUersville,  MiUersville  National  Bank. 
Milton,  Milton  National  Bank. 
Mount  Joy^  Fiist  National  Bank. 
Mount  Union,  First  National  Bank. 
Mountville,  Mountville  National  Bank. 
Nazareth,  Nazareth  National  Bank. 
Norristown,  Peoples  National  Bank. 


North  Wales,  North  Wales  National  Bank. 

Philadelphia,  all  items. 

Phoenixville,  National  Bank  of  Phoenix- 

ville. 
PottsviUe,  Miners  National  Bank. 
Pottsville,  Pennsylvania  National  Bank. 
Quakertown,  Qua!kertown  National  Bank. 
Reading,  National  Union  Bank. 
Ridgway,  Elk  County  National  Bank. 
Scranton,  First  National  Bank. 
Scranton,  Third  National  Bank. 
Scranton,  Traders  National  Bank. 
Selins  Grove,  Farmers  National  Bank. 
ShippenBbui]g,  Peoples  National  Bank. 
Tamaqua,  First  National  Bank. 
Terre  Ilill,  Terre  Hill  National  Bank. 
Tremont,  Tremont  National  Bank. 
Troy,  Grange  National  Bank  of  Bradford 

County. 
Waynesboro,  Citizens  National  Bank. 
Waynesboro,  Peoples  National  Bank. 
West  Chester,  First  National  Bank. 
West  Chester,  National  Bank  of  Chester 

County. 
Williamsport,  First  National  Bank. 
Willlamsport,    West    Branch    National 

Bank. 
York,  Central  National  Bank. 
York,  First  National  Bank. 
York,  York  National  Bank. 

VIRGINIA. 

Richmond,  checks  on  all  banks. 


C.  A.  RuGOLES,  Manager, 


DISTRICT  NO.  2~NEW  YORK. 


FiERRB  Jay,  Chairman  and  Federal  Beserve  Agent. 


Chapter  I. — Organization. 

DBSIONATION  OF  DISTRICT  NO.  2. 

The  designation  of  New  York  State  a^  Federal  Reserve  District  No.  2,  with  New 
York  City  as  the  location  of  the  Fedeial  Beserve  Bank,  was  made  by  the  reserve  bank 
organization  committee  on  Apiil  2, 1914. 

CERTIFICATE   OF  INCORPORATION. 

The  certificate  of  incorporation,  signed  by  the  following  as  incorporators:  The 
National  Commercial  Bank,  Albany;  National  Park  Bank,  New  York;  Marine  National 
Bank,  Buffalo;  First  National  Bank,  Syracuse;  Irving  National  Bank,  New  York,  was 
filed  with  the  Comptroller  of  the  Currency  May  18,  1914,  whereupon  the  Federal 
Reserve  Bank  of  New  York  became  a  body  corporate. 

BOARD  OF  DIRECTORS. 

The  election  of  the  three  class  A  and  the  three  class  B  directors  of  the  Federal 
Reserve  Bank  of  New  York  was  conducted  by  the  organization  committee  during  June 
and  July,  1914,  and  announcement  of  the  election  was  made  August  10.  The  appoint- 
ment of  the  three  class  C  directors  by  the  Federal  Reserve  Board  was  announced  on 
September  30,  completing  the  board  of  directors.  On  October  5  the  first  meeting  of 
the  board  of  directors  waa  held  in  the  office  of  the  Bank  of  the  Manhattan  Co.,  40  Wall 
Street,  New  York.  Mr.  Benjamin  Strong,  jr.,  then  president  of  the  Bankers  Trust 
Co.  of  New  York,  was  elected  governor  of  the  bank,  and  Mr.  LesUe  R.  Palmer,  a 
member  of  the  board,  secretary  pro  tempore.  At  the  second  meeting  of  the  board 
the  terms  of  office  of  the  directors  were  designated  as  follows: 

Class  A,  representing  the  member  banks:  Franklin  D.  Locke,  term  expires  Decem- 
ber 31, 1915;  William  Woodward,  term  expires  December  31, 1916;  Robert  H.  Treman, 
term  expires  December  31, 1917. 

Class  B,  representing  commerce,  agriculture,  or  industry:  Leslie  R.  Palmer,  term 
expires  December  31,  1915;  Henry  R.  Towne,  term  exx>ires  December  31,  1916; 
William  B.  Thompson,  term  expires  December  31, 1917. 

Class  C,  representing  the  Federal  Reserve  Board:  Geo^e  Foster  Peabody,  t«rm 
expires  December  31,  1915;  Pierre  Jay,  term  expires  December  31,  1916;  Charles 
Starek,  term  expires  December  81, 1917. 

A  meeting  of  the  directors  and  governors  of  all  the  reserve  banks,  called  by  the 
Federal  Reserve  Board,  was  held  in  Washington  October  20-22.  At  this  meeting, 
which  waa  attended  by  over  80  directors  and  governors  of  Federal  Reserve  Banks, 
standard  by-laws  were  prepared,  a  uniform  plan  of  accounting  was  tentatively  approved 
on,  and  various  problems  relating  to  the  inauguration  of  the  system  and  the  operation 
of  the  banks  were  discussed. 
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During  October  Mj.  William  Woodward,  president  of  the  Hanover  National  Bank 
and  a  claas  A  director,  consented  to  become  acting  deputy  governor,  and  Mr.  Jamee  F. 
Curtia  was  elected  secretary  and  counsel  for  the  bank. 

On  October  26  the  following  telegram  wa£  received: 

"FXERBE  Jat, 

"  Chairman  Board  of  Directon, 

^^ Federal  Reserve  Banky  New  Yorl, 

"Please  call  a  meeting  of  the  directors  of  the  Federal  Reserve  Bank  of  your  district 
and  advise  them  that  afl  necessary  statutory  requirements  having  already  been  com- 
plied with  by  the  several  Federal  Keserve  Banks,  the  Comptroller  of  the  Currency  will 
forward  to  each  bank  on  or  before  November  16, 1914,  the  certificate  authorizing  such 
bank  to  commence  business  as  prescribed  by  section  4  of  the  Federal  Keserve  Act,  and 
the  Secretary  of  the  Treasury  will,  in  conformity  with  section  19  of  the  Act,  formally 
annoimce  the  establishment  of  the  Federal  Reserve  Banks  in  each  of  the  Federal 
reserve  districts  on  the  16th  day  of  November,  1914.  Please  also  assure  the  directors 
that  this  department  will  gladly  extend  to  them  every  facility  and  all  possible  assist- 
ance in  opening  the  banks  on  that  date  and  also  assure  them  of  my  very  best  wishes 
and  of  my  earnest  desire  to  cooperate  with  them  in  every  possible  manner  to  render 
this  great  public  service. 

"W.  G.  McAdoo, 
''Secretary  of  the  Treasury,'* 

To  this  telegram  the  directors  replied  on  October  28,  assuring  the  Secretary  of  the 
Treasury  of  their  desire  to  cooperate  with  the  plan  set  forth  in  his  telegram,  as 
follows: 

"Hon.  W.  G.  McAdoo, 

**  Secretary  of  the  Treasury,  Washington: 

"At  the  meeting  d  the  directors  of  the  Federal  Reserve  Bank  of  New  York  to-day 
your  tel^rams  of  Monday  to  Gov.  Strong  and  myself  were  presented,  and  I  was 
autiiorizea  to  express  to  you  the  entire  concurrence  of  the  board  of  directors  in  the 
telegraphic  replies  sent  you  on  Monday  by  Grov.  Strong  and  myself  and  to  thank 
you  for  your  good  wishes  and  offer  of  assistance  and  to  assure  you  of  their  desire  to 
cooperate  wim  your  plan. 

"Pierre  Jat,  Chairman." 

From  its  first  meeting  until  December  31, 1915,  the  board  of  directors  has  held  50 
meetings,  of  which  18  have  been  attended  by  the  full  board,  24  by  eight  directors, 
7  by  seven  directors,  and  1  by  six  directors. 

The  relatively  small  size  of  this  Federal  reserve  district  has  made  it  practicable  to 
hold  frequent  meetings  of  the  board  of  directors,  which  has  therefore  been  a  more 
active  body  than  the  executive  committee.  At  these  meetings  the  affairs  and  develop* 
ment  of  both  the  bank  and  the  system  haTve  been  discussed  and  considered  at  length. 

The  executive  committee,  consisting  of  the  governor,  as  chairman,  and  four  directors, 
has  held  59  meetings,  of  which  9  have  been  attended  by  the  full  committee,  10  by 
&ve  members,  22  by  four  members,  and  18  by  three  members.  The  governor  and 
chairman  are  ex  officio  members  of  the  conmiittee.  Mr.  Woodward  was  elected  a 
member  to  serve  till  December  31 ,  1915,  and  all  the  other  directors  have  served 
upon  it  in  turn.  Mr.  Starek,  vice  chairman,  has  been  invited  to  attend  all  meetings 
of  the  conmiittee. 

During  the  first  five  months  all  applications  for  rediscount  were  acted  on  by  the  ex- 
ecutive committee,  but  on  April  7,  1915,  the  senior  officers  were  authorized,  within 
certain  limits,  to  pass  upon  them,  since  which  date  relatively  few  meetings  of  the  com- 
mittee have  been  held. 

There  have  also  been  13  subconmiittees  of  the  board  for  the  consideration  of  special 
matters,  several  of  which  have  held  two  or  more  meetings. 

BY-LAWS. 

The  by-laws  of  the  bank  were  originally  adopted  on  October  28, 1914.  They  have 
been  amended  from  time  to  time,  and  a  copy  of  them  in  their  present  form  is  attache  d 
hereto. 
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PAYMENT  OP  CAPITAL. 

'One-balf  of  the  mibsciibed  capital  of  the  bank  has  been  called  during  the  period 
covered  by  thia  report.  The  Federal  Reserve  Board  designated  November  2,  1914, 
as  the  day  for  the  payment  of  the  first  installment  of  onendxth  of  the  subscribed  amount. 
Thifl  installment  aggregated  $3,321,950,  and  as  the  office  of  the  bank  at  that  time  was 
not  suitable  for  the  purpose  it  was  received  in  a  room  in  the  New  York  clearing  house 
by  the  three  acting  assistant  cashiers  of  the  bank  and  a  number  of  volunteer  clerks 
from  New  York  member  banks. 

T^o  other  installments,  each  one-sixth  of  the  amount  subscribed,  have  been  re- 
ceived, one  on  February  2, 1915,  aggregating  $3,318,183.35,  and  one  on  May  2,  1915, 
aggregating  $3,317,516.65.  On  July  1, 1915,  the  capital  subscribed  by  131  banks  in 
northern  New  Jersey,  which  by  the  adjustment  of  the  district  became  members  of  the 
S^ederal  Beserve  Bank  of  New  York,  was  received,  aggregating  $962,650.  Sundry 
Increases  and  decreases  have  brought  the  total  capital  paid  up  to  $11,063,150  on 
December  31, 1915. 

The  details  of  the  capital  account  will  be  found  in  the  Appendix. 

TBUPORARY  8TAPP  AND   OPENING  OP  BANK. 

On  October  26,  when  the  telegram  was  received  from  the  Secretary  of  the  Treasury 
advising  that  he  would  announce  the  establishment  of  the  Federal  reserve  banks  on 
November  16,  no  staff  had  been  assembled,  nor  had  a  banking  room  been  secured. 
Over  2,000  applications  for  positions  in  the  bank  were  on  file,  but  it  was  obviously 
impossible  during  the  intervening  three  weeks  to  attempt  the  organization  of  a  per- 
manent staff.    The  exx>edient  of  a  temporary  staff  was  therefore  determined  upon. 

Mr.  6.  E.  Gregory,  cashier  of  the  National  City  Bank  of  New  York,  consented  to 
become  acting  cashier  of  the  bank,  and  Messrs.  B.  W.  Jones,  assistant  secretary,  and 
R.  H.  Giles,  assistant  treasurer,  respectively,  of  the  Bankers  Trust  Co.,  and  Mr.  S.  A. 
Welldon,  assistant  cashier  of  the  First  National  Bank,  to  become  acting  assistant 
cashiers  to  effect  the  assembling  and  organization  of  a  staff.  Through  the  generous 
cooperation  of  the  subtreasury  at  New  York  and  of  several  New  York  banks  an 
efficient  volunteer  staff  was  borrowed,  each  man  experienced  in  his  particular  de- 
partment. 

On  Monday,  November  9,  possession  was  obtained  of  the  banking  room  at  62  Cedar 
Street,  which  had  been  leased,  and  during  the  week  the  officers  aud  clerks  met  daily 
lor  drill  in  the  various  branches  of  the  work. 

On  November  16  the  bank  opened  its  doors  with  a  staff  of  7  officers  and  85  clerks. 
During  the  day  $99,611,670  of  reserves  were  taken  in  from  211  banks.  The  tellers  re- 
ported their  accounts  in  balance  at  5.30,  and  at  8  p.  m.  the  first  balance  sheet  of  the 
Federal  Beserve  Bank  of  New  York  was  mailed  to  the  Federal  Reserve  Board. 

PERMANENT  ORGANIZATION. 

During  the  next  eight  weeks  the  permanent  staff  of  the  bank  was  gradually  organized. 
Mr.  £.  R.  Kenzel  was  appointed  assistant  cashier,  Mr.  H.  M.  Jefferson  auditor;  Mr.  L.  H. 
Hendricks  transit  manager.  By  the  middle  of  January,  1915,  a  permanent  staff  of 
5  officers  and  36  clerks  had  been  assembled,  9  of  them  having  remained  from  the 
volunteer  body.  June  9, 1915,  Mr.  L.  F.  Sailer,  assistant  cashier  of  the  National  Park 
Bank  of  New  York,  was  elected  cashier  and  Mr.  L.  H.  Hendricks  assistant  cashier. 
The  staff  on  December  31, 1915,  consists  of  the  governor,  the  acting  deputy  governor, 
the  secretary,  the  cashier,  two  assistant  cashiers,  the  auditor,  and  67  clerks  and  other 
employees;  ihe  Federal  Reserve  Agent,  deputy  Federal  Reserve  Agent,  an  assistant, 
and  one  clerk. 

In  assembling  the  permanent  staff  and  organizing  the  accounting  system  of  the  bank 
the  plan  has  been  to  free  the  departments  as  much  as  possible  from  mixed  classes  of 
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duties  and  yet  bo  to  interlock  their  work  that  automatic  checks  could  be  established 
between  the  departments  and  on  the  accounts  generally.  It  has  also  been  plaimed  as 
far  as  possible  to  educate  the  employees  in  all  branches  of  the  work  in  order  to  lie 
ready  at  all  times  to  handle  a  large  volume  of  business  in  any  particular  department. 

The  accounting  system  provides  a  set  of  records  both  efficient  and  complete,  yet 
understandable  to  the  layman,  and  so  devised  as  to  facilitate  the  preparation  of  the 
many  forms  of  statistics  which  are  required.  All  work,  including  the  general  ledger, 
is  subject  to  countercheck.  Bound  books  of  entry  are  provided  at  some  point  in  every 
chain  of  operations. 

The  principal  difference  between  the  accounting  plan  of  this  and  other  large  banks 
IB  the  introduction  of  separate  debiting  and  crediting  departments,  which  prepare  the 
debit  and  credit  journals  for  the  bookkeepers,  and  to  which  all  departments  originating 
debits  and  credits  route  such  items.  This  makes  possible  a  valuable  check  on  the 
ledger  accounts. 

The  auditor's  department  is  not  an  operating  department,  but  an  independent 
organization  with  authority  to  audit  all  of  the  departments,  reporting  to  the  directors, 
the  executive  committee,  and  the  officers.  The  proofs  of  all  departments  are  audited 
by  it  daily. 

The  work  of  the  bank  is  divided  among  the  following  departments:  Paying  teller, 
receiving  teller,  note  teller,  discount  mail  teller,  securities,  foreign  ezchange,  cred- 
iting, debiting,  bookkeeping,  general  bookkeeping,  credit,  auditing,  statistics,  transit 
statement,  filing,  stationery,  stenographic,  telephone,  pages,  floonnen,  and  watch- 
men.   A  separate  department  is  also  maintained  by  the  Federal  B«serve  Agent. 

DEPABTMENT  Or  THE  FEDBRA.L  RESERVE  AGENT. 

The  Federal  Reserve  Agent's  department,  by  early  agreement  with  the  deputy,  was 
organized  in  such  a  way  as  to  relieve  these  two  statutory  officers  of  clerical  duties  and 
the  handling  of  Federal  reserve  notes,  gold,  lawful  money,  and  collateral.  A  respon- 
sible assistant,  with  necessary  clerical  assistance  from  the  bank,  has  kept  all  records 
of  the  receipt  and  issue  of  Federal  reserve  notes,  and  under  the  responsibility  of  the 
agent  jointly  with  one  of  the  officers  of  the  bank  has  had  custody  of  idl  Federal  reserve 
notes,  gold,  lawful  money,  and  collateral  held  by  the  department. 

OFFICES. 

A  temporary  office  at  27  Pine  Street  was  used  from  October  10  to  November  9, 1914. 
On  that  day  the  bank  occupied  the  office  at  62  Cedar  Street,  which  had  been  leased 
from  Messrs.  Harvey  Fisk  &  Sons,  consisting  of  a  banking  room,  suitable  rooms  for 
directors,  officers,  and  clerks,  and  a  security  vault.  The  bank  was  very  fortunate, 
on  such  short  notice,  to  be  able  to  obtain  an  office  so  well  fitted  for  its  initial  and 
organization  period.  But  as  its  work  progressed  it  became  apparent  that  offices  better 
suited  to  its  ultimate  development  should  be  obtained.  The  time  consumed  and  the 
inconvenience  caused  by  the  frequent  visits  by  officers  to  the  subtreasury  and  the 
clearing-house  vaults  alone  seemed  to  necessitate  moving  to  an  office  adequately 
equipped  with  vault  accommodation.  On  December  16, 1915,  therefore,  a  lease  was 
enter^  into  with  the  Equitable  Building  Corporation  for  offices  at  the  Pine  and 
Nassau  Streets  comer  of  its  building,  opposite  the  subtreasury,  under  which  the 
building  corporation  provides  a  very  satisfactory  banking  room,  vault,  and  working 
space,  including  accommodations  for  officers  of  member  banks,  with  options  on  other 
space  to  cover  futare  expansion.    The  term  of  the  lease  begins  May  1, 1916. 

SUBTREASURY  COOPERATION. 

Immediately  after  designating  the  date  for  the  inauguration  of  the  Federal  Reserve 
System  the  Secretary  of  the  Treasury  advised  this  bank  that  the  subtreasury  at  New 
York  would  do  everything  in  its  power  to  facilitate  its  operations.    Hon.  Martin 
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Vogel,  aaautant  treaBorer  in  New  York,  placed  at  the  disposal  of  the  bank  two  laige 
compartments  in  the  aubtreaaury  vaulta,  one  for  the  bank  and  the  other  for  the  Federal 
Reserve  Agent,  both  of  which  have  been  in  constant  use  since  the  day  the  bank  began 
biimnees,  requiring  at  each  entry  the  presence  of  two  members  of  the  subtreasury 
8ta£f. 

At  the  opening  of  the  bank,  and  for  a  few  days  thereafter,  the  aseistant  treasurer 
detailed  a  number  of  his  most  experienced  money  counters  to  asedst  in  counting  the 
large  volume  of  reserves  then  tiansferred.    He  also  extended  to  the  bank  the  facilities 
of  the  subtreasury  for  cutting  and  mutilating  Federal  reserve  notes  unfit  for  circulation 
as  the  first  step  in  the  process  of  their  retirement.    All  gold  coin  received  by  the 
bank  has  been  weighed  for  it  by  the  subtreasury.    The  attitude  of  the  assistant  treas- 
urer and  his  staff  throughout  the  period  covered  by  this  report  has  been  cooperative 
in  every  way  and  the  assistance  given  by  them  to  the  bank  has  been  material  and  is 
gratefully  acknowledged. 

CLEARING-HOUSE  COOPERATION. 

At  every  step  in  the  organization  and  operation  of  the  bank  the  attitude  of  the  New 
York  Clearing  House  Association  has  been  one  of  active  cooperation.  On  November 
2,  1914,  when  the  first  installment  of  the  capital  stock  of  the  bank  was  paid  in,  the 
clearing  house  set  apart  a  room  in  which  the  gold  n^ht  be  received  and  a  vault  for  its 
custody.  The  greater  part  of  the  reserves  of  the  bank,  from  the  day  of  its  opening, 
has  been  kept  in  the  vaults  of  the  clearing  house.  These  vaults  have  been  used 
almost  daily,  and  often  more  than  once  a  day,  each  entry  requiring  the  presence  of 
the  manager  of  the  clearing  house  as  well  as  a  representative  of  the  chairman  of  the 
clearing-house  committee. 

On  November  9,  1914,  the  directors  authorized  the  governor  to  apply  for  limited 
membership  in  the  clearing  house  as  a  convenience  both  to  it  and  the  member  banks. 
On  November  13  the  application  was  approved  and  the  bank  became  a  limited  mem- 
ber, for  the  purpose  of  clearing  checks,  but  without  the  usual  financial  responsibilities. 
FuU  acknowledgment  is  made  of  the  indebtedness  of  this  bank  to  the  officers  and 
members  of  the  clearing  house  for  the  cooperation  and  assistance  which  they  have 
always  given  it. 

MEMBER  OF  FEDERAL  ADVISORY  COUNCIL. 

On  November  25, 1914,  the  board  of  directors  elected  Mr.  J.  P.  Morgan,  of  New  York 
City,  a  member  of  the  Federal  Advisory  Council  from  Federal  reserve  district  No.  2  for 
the  year  1915. 

Chapter  II. — Development  of  Functions,  and  Operations  Thereunder. 

DEPOSITARY  OF  THE  RESERVES  OF  MEMBER  BANKS. 

The  initial  transfer  of  the  reserves  of  480  member  banks  in  November,  1914,  amounted 
to  $106,702,995.81.  Of  these  deposits  197,954,175.84  came  from  banks  in  the  city  of 
New  York  and  $8,748,819.97  from  other  banks. 

The  second  transfer  of  reserves  began  on  November  16,  1915,  and  amounted  to 
approximately  $3,700,000.  The  wide  difference  in  the  two  amounts  is  due  to  the  &ct 
that  New  York  City  banks  were  required  to  transfer  at  the  outset  their  entire  contri- 
bution of  reserves,  while  in  the  case  of  other  banks  the  transfer  is  distributed  over  a 
period  of  36  months.  Most  of  the  initial  transfer  was  made  in  gold,  gold  certificates, 
and  lawful  money.  The  second  and  third  transfers  were  made  largely  in  checks  on 
New  York  correspondents. 

Outside  of  banks  which  have  joined  the  collection  system,  and  whose  accounts  are 
therefore  active,  only  about  36  banks  draw  on  their  accounts  from  time  to  time.  The 
accounts  of  the  other  410  banks  remain  practically  dormant.    Of  those  banks  whose 
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accounts  are  active,  New  York  City  banks  usually  replenish  their  balances  by  deposit- 
ing their  own  cashier's  checks,  which  are  settled  on  the  foUowing  day  throng  the 
clearing  house;  and  other  banks  by  transfers  from  New  York  City  coirespoiid^ita. 
Some  New  York  banks  have  been  depositing  items  on  banks  in  our  collection  system 
and  on  the  other  Federal  Reserve  Banks.  A  certain  volume  of  gold,  silver,  legal- 
tender  notes,  and  Federal  reserve  notes  unfit  for  circulation  is  also  deposited,  but  a^ 
yet  the  bank  has  not  accepted  national-bank  notes  on  deposit,  as  it  is  unwilling  to 
become  practically  a  redemption  agency  for  the  volume  of  notes  which  would  be 
deposited  and  assume  the  resulting  expense. 

It  is  difficult  for  this  bank  to  ascertain  whether  the  reserves  of  member  banks  are 
unimpaired,  as  their  position  is  learned  only  from  the  reports  made  in  response  to  the 
periodical  calls  of  the  comptroller.  It  seems  desirable  not  only  for  this  purpose  but  as 
a  measure  of  general  banking  publicity  that  the  position  of  all  member  banks  with 
respect  to  reserves,  loans  and  discounts  and  deposits  should  be  presented  more  fre- 
quently and  made  public  as  is  done  by  clearing  houses  and  by  a  number  of  State 
banking  departments. 

The  total  gold  held  by  the  bank  and  its  Federal  Reserve  Agent  on  Decemb^  31, 
1915,  is  $264,144,380,  an  increase  of  $182,610,665  over  the  amount  held  at  the  close 
of  business  on  the  day  of  opening. 

During  the  period  about  $110,080,000  in  gold  was  received  &om  member  banks  by 
direct  transactions  outside  of  clearing  house  settlements. 

The  following  statement  shows,  at  the  end  of  each  month,  the  deposits  of  member 
banks,  the  total  reserve  held,  the  composition  of  the  reserve,  and  the  gold  held  by 
the  Federal  Reserve  Agent.  The  growth  in  deposits  is  due  largely  to  the  increased 
reserves  which  the  expanding  deposits  of  the  member  banks  require  them  to  cany. 


Nov. 

Dec. 

Jan. 

Feb. 

ICar. 

Apr. 

Uay 

June 

July 

Aug. 

Sept. 

Oct. 

Nov. 

Deo. 


16,1914 
31,1914 
31,1915 
28,1915 
31,1915 
39, 1915 
31.1915 
80,1915 
31,1915 
31,1915 
30,1915 
31,1915 
30,1915 
31,1915 


Deposita  of 
member  banks. 


1101,816,801.29 
110,114,812.84 
118,587,486.21 
134,046,634.28 
125,306,078.26 
131.826,629.32 
128,143,549.30 
141,929.512.72 
147,581.376.68 
155, 069, 19a  47 
155,203.832.64 
178,765,123.50 
185.052.512.32 
179,433,322.16 


Total  neeive. 


1102,933, 

V9f  \)9v, 

93,407, 
112,234, 
112,393, 
107,261, 
125.181, 
151,345, 
143,274, 
144,274. 
147,328, 
172.328. 
185.690. 
180.821, 


569.00 
258.  OC 
106.75 
489.20 
305.55 
027.26 
895.10 
687.40 
771.35 
273.25 
051.20 
885.60 
699.25 
914.90 


Composition  of  reserve. 


Legal-tender  Silver  and  silver 


notes. 


310,485,613 

11,854,300 

2,793,650 

5,154,000 

3,105,200 

2,417,500 

4,521,545 

15,066,605 

4,286.275 

2.542,740 

7,011,435 

19,153,460 

23,008.035 

5,601,766 


oertlflcates. 


S10,014,24L00 

5,010,073.00 

4,658,571.75 

8,084,741.70 

12.549,698.05 

12,903,194.75 

17,121,267.60 

16,180,474.90 

10,806,233.85 

11,577,495.75 

11,800,761.20 

12,587,570.60 

8,936.229.25 

284,322.40 


Qold  and  gold 
oertificates. 


181,533,715.00 

82,234,885.00 

85,954,975.00 

98,995,747.50 

96,738,407.50 

91,940,332.50 

103.539,082.50 

120,098.607.50 

128,182,262.50 

130,154,037.50 

129,516,755.00 

140,582,855.00 

152,756.435.00 

174,845,827.50 


Gold  with 

Federal 

Reserve 

Agent. 


$9,115,000 
9,370,000 
11.560,550 
18,833.350 
28,858,700 
31,660,000 
40,320.000 
47,520,000 
52,550.000 
61,350.000 
70,?40,000 

79, 010.  mo 

80,300,000 


ACCOUNTS  WITH  OTHEB  FEDERAL  RESEBYE  BANKS. 

In  accordance  with  the  decision  of  the  conference  of  directors  and  govemon  at 
Washington  October  20-22,  1914,  the  Federal  Reserve  Bank  of  New  York  on  opening 
announced  its  readiness  to  receive  at  par  for  immediate  credit  checks  on  all  other 
Federal  Reserve  Banks.  The  New  York  Clearing  House  immediately  placed  such 
checks  on  its  discretionary  list. 

On  November  19  the  People's  National  Bank  of  Brooklyn  deposited  a  check  of 
$76.80  drawn  on  the  Federal  Reserve  Bank  of  Kansas  City.  This  was  the  first  inter- 
district  transaction  and  the  item  was  sent  to  the  Federal  Reserve  Bank  of  Kansas  City 
for  the  credit  of  this  bank.  The  volume  of  such  transactions  grew  rapidly,  and  the 
method  of  settling  the  resulting  balances  between  Federal  Reserve  Banks  became 
one  of  the  matters  requiring  immediate  attention. 
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At  the  first  oonference  of  the  gDvemon  of  Federal  Reeerve  Banks,  December  10-12 
1914,  it  was  agreed  that  at  any  time  debtor  banks  might  make  settlement  and  creditor 
banks  might  require  settlement,  in  which  latter  case  the  expense  of  settlement  should 
be  divided  between  the  settling  banks.  It  was  decided  to  continue  for  a  few  months 
the  practice  of  receiving  at  par  checks  on  Federal  Reserve  Banks  in  order  to  observe 
the  results  of  facilitating  in  this  way  the  transfer  of  money  between  the  12  Federal 
reserve  cities.  Member  banksin  debtor  districts  promptly  took  advantage  of  it  to  make 
exchange  without  cost  on  points  in  creditor  districts.  The  result  was  that  the  Federal 
Reserve  Banks  in  debtor  districts  soon  found  themselves  owing  large  sums  to  reserve 
banks  in  creditor  districts.  In  order  to  prevent  the  further  accumulation  of  such  bal- 
ances and  avoid  a  heavy  burden  of  expense,  reserve  banks  in  debtor  districts  charged 
member  banks  drawing  such  checks  with  exchange  thereon  at  the  current  rate  for  ex- 
change on  the  points  to  which  they  were  sent.  This  had  the  e£Fect  of  restraining 
the  process  and  the  transfer  of  funds  returned  to  its  normal  basis. 

When  the  gold  settlement  fund  was  established.  May  19,  1915,  thus  providing  a 
method  of  settling  balaiicee  weekly,  the  total  debit  balances  paid  in  by  all  reserve 
banks  in  settlement  of  balances  then  unliquidated,  and  after  six  months  of  heavy 
transactions,  were  only  $6,383,000. 

On  June  15,  by  agreement  between  the  Federal  Reserve  Banks  and  at  their  request, 
this  bank  ceased  receiving  for  immediate  credit  at  par  checks  on  other  Federal  Reserve 
Banks,  except  those  of  Boston  and  Philadelphia,  and  deferred  the  credit  of  such  checks 
for  It  sufficient  number  of  days  to  allow  them  to  reach  the  pajring  bank.  The  New 
York  Clearing  House,  however,  made  no  change  in  its  rules  except  to  impose  a  small 
charge  on  checks  drawn  on  the  Federal  Reserve  Bank  of  San  Francisco. 

The  aggregate  transactions  between  this  bank  and  other  Federal  Reserve  Banks 
from  November  16, 1914,  to  December  31, 1915,  have  been  11,229,982,000. 

Details  of  transactions  between  Federal  Reserve  Banks  will  be  found  in  the 
appendix. 

GOLD  8BTTLEUENT  FUND. 

In  view  of  the  volume  of  transactions  which  had  developed  between  Federal  Re- 
serve Banks  during  the  early  part  of  1915  and  of  the  proposal  that  they  should  establish 
a  system  of  check  collection,  it  became  evident  that  some  method  must  be  devised 
of  settling  balances  between  them  promptly,  economically,  and  with  mimm^ini  ship- 
ments of  coin  or  currency.  A  plan  whereby  each  Federal  Reserve  Bank  should  de- 
posit with  the  Federal  Reeerve  Board  in  Washington  a  portion  of  its  gold  reserve  to  be 
used  in  settling  balances  with  other  Federal  Reserve  Banks  was  put  into  operation 
on  May  19,  1915,  each  reserve  bank  beii^  required  to  pay  into  the  fund  11,000,000 
and  its  net  debit  to  the  other  reeerve  banks.  The  total  initial  deposits'  were 
118,460,000. 

Deposits  in  and  withdrawals  from  the  fund  are  made  by  banks  at  the  nearest  sub- 
treasury.  At  the  dose  of  business  each  Wednesday  each  bank  advises  the  Board  the 
amount  due  by  it  to  any  other  bank,  and  the  resultant  net  balance  is  charged  or  credited 
to  it  on  the  books  of  the  gold  settlement  fund.  The  transfer  is  a  bookkeeping  rather 
than  a  physical  one.  Many  banks  maintain  open  exchange  accounts  with  other  banks 
which  are  not  settled.  Special  interim  settlements  may  also  be  arranged  between 
banks  when  desired,  and  for  convenience  and  safety  in  the  custody  and  transfer  of 
their  funds.  Federal  Reserve  Agents  are  authorised  to  deposit  gold  with  the  gold 
settlement  fund. 

In  the  domestic  exchange  markets  which  exist  in  several  of  the  Federal  Reserve 
cities,  New  York  is  one  of  the  principal  cities  on  which  exchange  is  bought  and  sold. 
No  such  market  for  exchange  on  other  points  exists  in  New  York.  Also  all  the  other 
reserve  banks  receive  checks  on  this  bank  at  par  for  immediate  credit,  while  New 
York  defers  credit  <m  all  reserve  bank  checks  save  those  of  Boston  and  Philadelphia, 
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and  more  lately  of  Richmond.  This  bank  therefore  has  been  unable  to  secure  an 
offset  to  the  large  volume  of  New  York  exchange  deposited  with  it  by  other  reserve 
banks,  and  it  has  been  obliged  to  settle  for  it  through  the  gold  settlement  fund  in 
gold,  although  in  collecting  such  exchange  through  the  clearing  house  it  has  been 
paid  largely  in  silver  certificates  or  legal-tender  noteSi  both  of  which  currencies,  as 
well  as  gold ,  may  be  used  by  its  members  in  paying  debits.  The  total  amount  whidb 
this  bank  has  paid  in  gold  to  other  reserve  banks  through  the  fund  up  to  December 
31,  1915,  has  been  $83,283,000.  At  one  time  through  these  exchange  operations  of 
other  reserve  banks  it  had  an  accumulation  of  ^30,252,000  of  silver,  and  $13,502,000 
of  legal-tender  notes,  which,  however,  through  the  cooperation  of  member  banks  in 
this  city  was  later  largely  reduced.  The  neutralization  of  this  process  of  drawing 
out  the  gold  of  this  bank,  putting  it  in  circulation  in  other  centers,  and  leaving  the 
bank  with  silver  in  its  place  is  one  of  the  matters  requiring  study  and  adjustment. 
Further  details  of  the  operation  of  the  fund  will  be  found  in  the  appendix. 

E8TABU8HMENT  OF  RATES  OV  DISCOUNT. 

The  Federal  Reserve  System  was  inaugurated  at  a  time  when  the  stringency  of 
money  rates  which  had  prevailed  during  August,  September,  and  the  early  part  of 
October,  1914,  was  perceptibly  easing.  During  these  months  purchases  of  commercial 
paper  by  the  banks  had  shrunk  to  a  minimum,  and  the  open-market  rates  ruled 
from  6  to  7i  per  cent. 

The  announcement  on  October  26  that  the  Federal  Reserve  System  would  be  opened 
in  three  weeks,  releasing  a  volume  of  reserves  estimated  at  over  $450,000,000,  the 
free  issue  of  emeigency  currency  under  the  Aldrich-Vreeland  Act,  the  steady  liquida- 
tion in  merchandise  and  many  commodities,  and  the  decline  in  foreign  exchsmge  all 
combined  to  reduce  rates  to  a  normal  basis.  The  first  rates  established  by  the  Federal 
Reserve  Bank  of  New  York  on  November  16,  1914,  were  5}  per  cent  for  paper  no( 
exceeding  30  days  and  6  per  cent  for  paper  of  longer  maturities.  At  that  time  there 
was  still  a  substantial  volume  of  New  York  Clearing  House  loan  certificates  out- 
standing bearing  6  per  cent  interest.  Surplus  reserves  of  New  York  Clearing  House 
institutions  increased  from  $19,200,000  on  November  14,  1914,  to  $127,400,000  on 
November  21,  1914,  owing  to  the  reductions  in  required  reserves  permitted  by  the 
Act.  This  transfer  of  $108,200,000  In  New  York  alone  from  the  category  of  required 
reserves  to  that  of  excess  reserves  produced  an  eCfect  which  was  promptly  felt 
throughout  the  country.  The  relief  felt  by  bankers  and  business  men  at  the  estab- 
lishment of  the  reserve  system,  the  complete  retirement  of  clearing  house  loan  cer- 
tificates in  New  York,  the  beginning  of  the  retirement  of  emergency  currency,  the 
reopening  of  the  stock  and  cotton  exchanges,  the  return  of  foreign  exchange  sub- 
stantially to  normal,  the  dullness  of  trade  and  business,  and  the  inevitable  tendency 
of  bankers  to  put  at  least  a  portion  of  their  surplus  reserves  to  work  led  to  a  further 
easing  of  the  money  market.  On  December  18  the  bank  rate  for  30-day  paper  was 
reduced  to  5  per  cent  and  on  December  23  to  4)  per  cent. 

In  the  belief  that  a  period  of  easy  money  was  at  hand,  the  directors  of  the  reserve 
bank  adopted  the  policy  of  keeping  its  rediscoimt  rates  slightly  above  the  market 
rates  for  commercial  paper,  so  that,  unless  member  banks  really  needed  them,  its 
resources,  most  of  which  had  hitherto  been  kept  in  the  vaults  of  the  member  banks, 
should  not  be  forced  upon  a  market  already  oversupplied  with  funds.  This  policy 
has  prevailed  throughout  the  period  under  review.  While  business  dullness  has 
given  place  to  business  activity,  the  great  importations  of  gold  have  been  more  than 
sufficient  to  support  the  credits—^domestic  and  foreign'  * — which  the  various  activities 
and  developments  have  required .  The  surplus  reserves  of  the  country  have  continued 
to  increase  in  spite  of  the  unparalleled  exxNmsion  of  loans  and  the  withdrawal  from 
circulation  of  $89,300,000  of  gold  through  the  Issue  of  Federal  Reserve  notes  against  it. 
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Except  in  time  of  commercial  or  financial  crisla,  the  normal  aggregate  borrowing 
by  member  banks  in  this  district  seldom  exceeds  $5,000,000.  It  seems  likely,  there- 
fore, that  of  the  funds  of  this  bank  which  will  normally  be  put  into  use  only  a  small 
portion  will  be  absorbed  by  rediscoimts  of  member  banks.  The  balance  will  be 
invested  in  Government  obligations,  in  mimicipal  warrants,  bankers'  acceptances, 
and  other  bills  purchased  in  the  open  market.  The  same  will  be  true  of  other 
reserv'e  banks  in  districts  where  normal  borrowing  by  member  banks  is  light.  The 
influence  of  this  bank  on  interest  rates  and  the  expansion  and  contraction  of  credits 
ia  likely  to  be  exercised  more  through  its  open-market  operations  than  through  the 
rediscounts  of  the  member  banks,  or  of  other  Federal  Reserve  Banks.  But,  as  it 
has  never  possessed  any  volume  of  such  paper,  it  has  thus  far  been  unable  to  exert 
any  influence  over  rates. 

It  should  be  the  policy  of  reserve  banks  to  maintain  a  fairly  stable  rate  on  such 
paper.  Then  in  times  of  expansion  or  demand  for  credit,  when  market  rates  rise 
above  theirs,  such  paper  will  flow  into  them  in  substantial  volume  and  the  gold 
released  in  payment  will  find  its  way  into  the  reserves  of  member  and  other  banks, 
increasing  their  credit  power  and  checking  extreme  advances  in  rates.  In  times  of 
contraction  or  abundant  credit,  when  market  rates  fall  below  those  of  the  reserve 
banks,  the  investments  of  the  latter  will  be  absorbed,  as  they  mature,  by  banks  and 
other  institutions,  thereby  transferring  gold  from  their  reserves  to  the  reserve  banks, 
reducing  the  credit  power  of  the  member  banks  and  checking  extreme  declines  in 
rates. 

Similarly,  if  a  sufficient  volume  of  bankers'  acceptances  based  on  imports  and 
exports  is  developed  to  create  a  stable  discount  market  in  New  York  or  elsewhere  in 
the  United  States,  an  international  ebb  and  flow  may  be  effected.  When  the  dollar 
acceptance  reaches  a  degree  of  currency  comparable  with  that  of  the  sterling  accept- 
ance, its  use  will  depend  largely  upon  whether,  on  arrival  in  New  York,  it  can  be 
discoimted  at  a  rate  lower  than  the  rate  for  sterling  acceptances  in  London.  Those 
engaged  in  international  business  will  draw  on  the  city  where  their  drafts  can  be 
discounted  at  the  lowest  rate. 

When  the  London  rate  rises  above  the  New  York  rate,  a  substantial  voliune  of 
such  bills  will  be  transferred  from  the  London  to  the  New  York  market  and  be  absorbed 
by  American  banks.  If  in  turn  the  New  York  rate  rises  above  the  London  rate,  a 
Bubstantial  volume  of  bills  formerly  drawn  on  New  York  will  be  drawn  on  London, 
thereby  transferring  the  burden  of  absorbing  them  from  New  York  to  London  and 
raising  the  New  York  reserve  percentage  by  reducing  the  volume  of  both  loans 
and  deposits.  The  greater  stability  of  exchange  resulting  from  greater  flexibility  of 
international  discount  markets  should  tend  in  time  to  reduce  transfers  of  gold 
reserves  between  New  York  and  London. 

Through  the  creation  of  the  bankers'  acceptance  an  international  credit  instrument 
has  been  introduced  into  our  banking  system  which  when  developed  is  likely  to 
prove  a  potent  influence  in  regulating  the  flow  of  credit  between  Europe  and  America. 
It  should  enablo  America^  in  normal  times,  to  regulate  its  credit  position  primarily 
by  recourse  tAho  European  market,  thereby  rendering  domestic  rate  fluctuations 
less  violent.  Greater  stabilization  of  interest  rates  is  one  of  the  most  valuable  con- 
tributions the  system  is  capable  of  making  to  the  orderly  progress  of  business. 
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The  rates  established  by  this  bank  have  been  as  IoUowb: 


DateestabUahed. 


Nov.  16, 1914. 
Dec  18, 1914. 
D6a23,1914. 
Feb.  3, 1915.. 
Feb.  17, 1916. 
Jane  24, 1915. 


8PBCIAL  KATES. 


Feb.  17, 1916,  bankers'  aooeptances,  2  to  4  per  cent. 
July  24, 1916,  trade  acceptances,  3^  per  cent. 


10  days. 


Percent. 


3 


11  to  30 
days. 


Pereeni, 

? 
? 

4 
4 


31  to  60 
days. 


Percent, 
6 

4 
4 


61  to  90 
days. 


PercenL 
6 
6 
6 

4 

4 


01  days 
to6 

months 


Percent, 


6 
5 
5 
S 


An  inqtiiry  has  recently  been  made  concerning  the  effect  the  rates  of  this  bank 
have  had  on  rates  charged  by  its  member  banks  to  their  customers.  Outside  of  New 
York  City  they  are  reported  to  have  had  no  effect  on  the  rates  chaiged  by  member 
banks.  In  New  York  City  the  consensus  of  opinion  is  that  they  have  had  no  effect  on 
rates  chaiged  to  commercial  customers,  but  that  member  banks  in  this  district  have 
had  to  meet  the  reserve  bank  rates  of  other  districts,  and  on  loans  to  member  banks  in 
those  districts  the  rates  have  been  slightly  lower  than  heretofore  would  have  been 
charged.  On  the  market  for  acceptances  and  warrants  the  rates  at  which  reeerve 
banks  have  been  willing  to  buy  have  probably  had  a  softening  effect.  This  inquiry, 
however,  related  to  the  direct  effect  of  the  rates  officially  established  by  this  bank 
and  neither  to  the  influence  for  lower  rates  exerted  by  the  great  reduction  in  required 
reserves  permitted  by  the  act  nor  to  the  indirect  influence  exerted  by  the  mere  ex- 
istence of  the  Federal  Reserve  System. 


BUQIBLB  PAPBR. 

At  the  inception  of  the  Federal  Keserve  System  no  subject  aroused  more  general 
interest  among  the  banks  and  the  public  than  the  kind  of  paper  which  would  be  defined 
as  eligible  for  rediscount  with  Federal  Reserve  Banks.  Circular  No.  13,  issued  by  the 
Federal  Reserve  Board  November  10,  1914,  defined  paper  eligible  for  rediscount  in 
such  a  manner  as  to  create  the  impression  that  very  strict  tests  would  be  applied  to 
paper  submitted  for  rediscount,  and  that  onerous  requirements  with  regard  to  state- 
ments of  borrowers  would  be  insisted  upon.  The  general  effect  of  the  circular  was  to 
lead  country  bankers  to  believe  that  their  paper  would  not  meet  the  requirements 
and  that  they  were  without  means  of  availing  themselves  of  the  resources  of  the 
reserve  bank.  At  bankers'  gatherings  held  in  the  autumn  and  early  winter  the  com- 
plaint was  frequently  heard  that  country  banks  held  no  paper  eligible  for  rediscount. 

Notwithstanding  the  general  feeling  with  regard  to  the  eligibility  of  their  paper, 
a  number  of  banks,  both  country  and  city,  from  time  to  time  applied  for  rediscounts. 
The  application  blank  required  the  member  bank  to  certify  the  eligibility  of  the 
paper  under  the  terms  of  ^e  Act  and  the  regulations  of  the  Federal  Reserve  Board. 
The  policy  of  this  bank  has  been  to  accept  such  certificate  without  further  inquiry 
except  in  cases  which  indicated  a  possible  misunderatanding  of  the  definition  of 
eligible  paper  and  to  be  liberal  rather  than  technical  where  construction  has  been 
necessary. 

In  revising  and  republishing  the  various  regulations  for  the  year  1915  the  Reserve 
Board  simplified  the  regulation  concerning  eligible  paper  so  as  to  leave  no  reasonable 
doubt  in  the  mind  of  any  banker  that  at  least  a  substantial  part  of  his  normal  dis- 
counts would  fall  within  its  terms.  The  revised  regulation  was  received  with  great 
satisfaction  by  the  member  banks.    To  the  request  of  the  comptroller  in  his  call  of 
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March  4, 1916,  that  each  bank  should  state  approximately  how  much  paper  it  held 
which  was  eligible  for  rediscount,  81  banks  replied  that  they  held  none.  Shortly  after 
receiving  these  reports  letters  were  written  by  this  bank  to  such  banks  inviting  their 
officers  to  call  and  discuss  the  question  of  eligibility.  In  this  way  a  much  better 
understanding  of  the  subject  was  established. 

Ab  a  result  of  several  months'  experience  in  making  rediscounts  and  discussing  the 
subject  with  bankers  this  bank,  on  June  19, 1915,  issued  its  circular  No.  25  on  eligible 
paper  with  a  view  to  further  daxifying  the  subject  and  enabling  a  banker  readily  to 
determine  which  of  his  notes  could  be  certified  as  eligible. 

The  r^^ulation  defining  eligible  paper  required  a  bank  applying  for  rediscoimts 
after  July  1,  1915,  to  state  whether  or  not  it  held  statements  from  borrowers  in  all 
cases  of  rediscounts  aggregating  $5,000  or  over,  or  10  per  cent  of  its  capital,  and  in  all 
cases  of  purchased  paper.  To  assist  the  member  banks  in  obtaining  such  statements, 
the  reserve  bank  prepared  four  standard  statement  forms: 

(a)  For  individual  farmers  or  live-stock  dealers. 

(&)  For  individual  merchants,  manufacturers,  etc. 

(c)  For  firms. 

(d)  For  corporations. 

A  large  number  of  these  were  printed  and  offered  without  chaige  to  member  banks 
in  sufficient  volume  to  use  with  all  their  borrowers.  One  hundred  and  ten  banks 
replied,  taking  about  38,000  of  the  forms.  Subsequent  correspondence  with  these 
banks  indicates  that  although  the  progress  in  getting  statements  from  small  borrowers 
is  slow,  the  fact  that  the  statement  is  requested  on  a  form  bearing  the  name  of  the  Fed- 
eral Reserve  Bank  leads  many  to  comply  who  have  never  before  been  willing  to  fur- 
nish statements. 

RBDISCOt7MT8. 

The  first  application  for  rediscount,  received  at  the  opening  of  the  bank,  was  for 
$2,182,500  from  the  Chemical  National  Bank  of  New  York.  One  other  rediscount 
was  also  made  on  the  opening  day.  During  the  period  under  review  there  have  been 
received  from  54  banfai  277  applications  for  rediscounts  aggregating  $11,384,937.63. 
The  largest  application  was  for  ^,182,500;  the  smallest  for  $1,015.  The  largest  piece 
of  paper  rediscounted  was  $300,000;  the  smallest,  $20.20. 

Applications  are  acted  upon  on  the  day  of  receipt,  and  the  applying  bank  is  advised 
by  tel^;ram.  The  lack  of  understanding  of  the  requirements,  which  sometimes  led  to 
delays  at  the  outset,  has  largely  disap})eared,  and  except  for  slightly  more  formality 
in  making  the  application,  there  is  little  difference  between  discounting  at  the  reserve 
bank  and  at  other  banks.  The  impression  that  the  operation  is  surrounded  with 
difficulties  has  been  overcome,  at  least  with  those  banks  which  have  applied.  A  few 
days  before  maturity  each  piece  of  paper  is  sent  for  collection  to  the  bank  which  redis- 
counted it  and  on  the  day  of  maturity  is  charged  to  its  account.  This  gives  the  redis- 
counting  bank  an  opportunity  to  protect  all  indorsements.  The  provision  of  the  Act 
requiring  a  rediscounting  bank  in  indorsing  paper  to  '^include  a  waiver  of  demand, 
notice,  and  protest, "  while  intended  to  protect  the  reserve  bank,  really  works  against 
its  interests.  Being  obliged  to  relieve  the  reserve  bank  of  responsibility  to  protect 
prior  indorsements,  the  member  banks,  if  rediscounting  becomes  general,  are  Ukely 
to  select  for  the  purpose  paper  which  has  no  indorsements.  The  reserve  bank  should 
assume  as  much  responsibility  in  this  respect  as  any  other  bank. 

Although  the  normal  amount  of  borrowing  by  the  banks  in  this  district  is  light,  yet 
the  proportion  of  even  this  amount  done  at  the  reserve  bank  has  been  very  small. 
The  banks  naturally  continue  borrowing  at  equal  or  lower  rates  from  correspondents 
with  whom  they  have  had  relations  for  years.  In  many  cases  they  leave  bonds  on 
deposit  with  their  city  correspondents  against  which,  on  telegraphic  advice,  they  may 
bonow.  Other  banks  which  borrow  on  their  commercial  paper  instead  of  rediscount- 
ing it  use  it  as  collateral  to  their  own  notes.    This  is  simpler  for  both  lender  and  bor- 
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rower.  It  wotdd  g;reatly  ^Kalitate  the  operatioiis  of  the  reserve  bank  if  member  btoki 
were  permitted  to  bonow  irom  it  on  their  own  notes  secared  by  commercial  :.'4>er, 
duly  indorsed  and  certified  to  as  to  eligibility,  as  coUateraL  Not  only  would  it  greatly 
reduce  the  accounting  labor  of  recording  and  computing  interest  on  lazge  numben  of 
small  notes,  a  consideration  of  first  importance  in  times  of  stress,  but  the  mazgin  of 
collateral  which  commercial  banks  receive  on  sudi  loans  could  be  obtained  by  the 
reserve  bank,  when  desirable,  without  the  formalities  otherwise  necessary.  It  would 
enable  member  banks  to  borrow  for  short  periods,  which  they  are  often  uiuble  to  do  at 
present  for  lack  of  the  proper  maturities.  It  would  provide  that  desirable  element 
of  fiexibility  in  rediscounting  relations  with  member  banks  which  is  entirely  lacking 
under  the  present  provisions  of  the  Act. 

Further  statistics  of  the  rediscounts  made  during  the  period  will  be  found  in  the 
Appendix. 

FEDERAL  RESERVE  K0TE8. 

On  November  16, 1914,  the  first  shipment  of  Federal  Reserve  notes  was  received  by 
the  Federal  Beserve  Agent  from  the  Comptroller  of  the  Currency.  On  November  li^ 
the  bank  pledged  with  the  Federal  Reserve  Agent  $500,000  of  commercial  paper  redia- 
counted  by  member  banks  and  received  from  him  a  similar  amount  of  Fedml  BeservB 
notes.  These  notes  were  not  required  by  the  banks  which  made  the  rediscounts,  as 
they  had  already  withdrawn  by  check  tiie  credits  so  established.  They  woe  taken 
by  this  bank  for  its  general  use.  The  issue  of  Federal  Reserve  notes  gave  the  reserve 
bank  the  opportunity  of  affording  to  its  member  banks  complete  interchangeability 
between  book  and  note  credits.  The  bank  therefore  established  the  policy  of  iasuii^ 
Federal  Reserve  notes  freely  to  any  member  bank  desiring  them  whether  the  credit 
thtis  withdrawn  was  establi^ed  by  it  through  rediscounting,  or  the  deposit  of  checks, 
or  the  deposit  of  gold  or  lawful  money.  In  practice,  however,  most  credits  withdrawn 
by  notes  have  been  established  by  the  deposit  of  checks  which  have  been  collected 
by  this  bank  in  gold  or  lawful  money  through  the  clearing  house.  Accordingly,  the 
accumulation  of  cover  in  the  hands  of  the  Federal  Reserve  Agent  has  been  mainly 
gold,  with  but  a  small  amount  of  rediscounts.  The  processes  provided  by  the  Act 
for  tiie  issue  of  Federal  Reserve  notes  to  the  reserve  bank  permit  complete  inter- 
changeability between  gold  and  rediscounts  held  by  the  agent,  (jold  may  be  sub- 
stituted for  rediscounts  and  rediscounts  for  gold,  in  accordance  with  the  requirements 
of  the  reserve  bank.  Dufing  the  entire  period  its  requirements  have  been  for  notes 
with  which  it  might  exercise  its  statutory  right  to  "exchange  Federal  Reserve  notes 
for  gold,  gold  coin,  or  gdd  certificates. " 

The  policy  of  the  Fedend  Reserve  Bank  has  resulted  in  greatiy  strengthening  its 
gold  position  and  its  ability  to  assist  its  member  banks  or  other  Federal  Beserve 
Banks  should  they  at  any  future  time  seek  credit  in  order  to  withdraw  gold  for  domestic 
or  foreign  uses.  Through  this  policy  also  it  has  been  able  X)otentially,  at  least,  to 
retard  the  expansion  of  credit  by  impounding  in  the  hands  of  the  agent  a  large  volume 
of  gold  which  might  otherwlBe  have  found  its  way  into  bank  reserves  already  super- 
abundant. 

Furthermore,  through  this  policy  it  has  been  able  to  take  the  first  step  toward  accom- 
pUahing  one  of  the  purposes  of  the  Act  set  forth  in  its  titie,  e.  g.,  "  to  furnish  an  elastic 
currency."  There  are  two  forms  of  elasticity,  one  of  qumOHty  and  the  other  of  quality, 
both  provided  for  in  the  Act. 

From  the  point  of  view  of  cover,  the  gold  certificate  is  completely  inelastic.  It 
stands  at  one  extreme  of  our  currency,  with  a  dollar  of  gold  set  aside  behind  each 
dollar  of  paper.  At  the  other  extreme  stands  the  national-bank  note,  with  only  5 
cents  of  gold  set  aside  behind  each  dollar  of  pai)er.  The  assets  of  the  issuing  bank 
make  it  good,  but  its  elasticity  is  nullified  by  the  requirement  that  it  must  be  secured 
dollar  for  dollar  by  Qovemment  bonds. 
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Between  these  two  extzemee  the  Federal  Reserve  note,  a  new  form  of  currency, 
has  been  introduced.  For  each  dollar  of  this  paper  there  is  set  aside  from  ^^0  cents 
to  $1  of  gold.  Ab  in  the  case  of  the  national-bank  note,  the  obligation  of  the  United 
States  and  the  assets  of  the  issuing  bank  secure  it. 

The  process  in  which  this  and  other  Federal  Reserve  Banks  have  been  engaged  is 
the  substitution,  as  a  circulating  medium,  of  a  note  which  is  elastic  in  quality  for  the 
inelastic  gold  certificate.  Gold  is  the  most  uneconomical  medium  of  hand-to-hand 
circulation  since,  when  held  in  bank  reserves,  it  will  support  a  volume  of  credit 
equal  to  fomr  or  five  times  its  own  volume.  What  the  reserve  bank  does  in  accumu- 
lating gold  behind  its  Federal  Reserve  notes  is  to  establish  with  the  holder  of  each 
note  a  credit  which  may  be  availed  of  whenever  the  occasbn 'requires.  With  this 
credit  established  it  can  convert  at  will  its  gold-covered  notes  into  notes  covered 
partly  by  gold  and  partly  by  commercial  paper.  In  times  when  credit  is  becoming 
strained  and  bank  reserves  need  strengthening  or  when  gold  must  be  exported,  this 
conversion  will  take  place,  and  alter  the  strain  is  over  the  gold  cover  will  be  restored 
through  the  repayment  of  the  rediscounts  substituted  for  it.  In  this  way  elasticity 
of  quality  in  our  currency  is  obtainable.  But  it  should  not  be  construed  as  in  any 
way  a  deterioration  of  the  currency  contemplated  by  the  Act.  Quite  the  reverse  is 
true.  The  Act  provides  for  the  issue  of  Federal  Reserve  notes  in  unlimited  amounts, 
with  40  cents  of  gold  behind  each  dollar  of  paper.  This  is  elasticity  of  quantity  and 
it  becomes  operative  with  the  minimum  of  gold  cover.  Elasticity  of  quality,  on  the 
other  hand,  operates  with  a  gold  cover  always  above  the  40  per  cent  miniTntir(>  and 
ranging  as  high  as  100  per  cent. 

In  order  to  be  prepared  for  any  currency  demands  which  might  be  made  upon  it, 
the  Federal  Reserve  Bank  of  New  York  in  the  spring  of  1915  adopted  the  i>olicy  of 
having  printed  and  keeping  constantly  on  hand  a  supply  of  Federal  Reserve  notes 
substantially  in  excess  of  the  amount  of  emergency  currency  which,  experience  shows, 
this  district  might  be  called  upon  to  supply.  The  maintenance  of  this  x>olicy  and 
of  the  policy  of  issuing  Federal  Reserve  notes  freely  has  entailed  a  heavy  cost  upon 
this  bank.  Unissued  Federal  Reserve  notes  are  carried  at  cost  on  the  books  of  the 
bank,  and  at  the  end  of  each  month  the  amount  of  notes  issued  to  the  bank  during  the 
month  is  charged  off  at  cost.  The  shipment  of  notes  unfit  for  circulation  to  the 
Comptroller  of  the  Currency  at  Washington  for  cancellation  and  destruction  is  a 
further  item  of  expense  in  connection  with  the  maintenance  of  these  poUcies.  The 
directors  and  officers  of  the  bank,  however,  feel  that  the  results  accomplished  amply 
justify  the  expense  incurred,  and  consider  that  the  added  strength  furnished  the 
bank  by  the  gold  thus  accumulated  is  perhaps  the  most  important  result  of  the  opera- 
tions of  the  period. 

Some  reduction  has  already  been  made  in  the  cost  of  printing  Federal  Reserve 
notes,  and  it  is  to  be  hoped  that  further  experience  and  study  will  enable  other  sub- 
stantial reductions  to  be  made  in  the  cost  of  preparing  for  issue  what  has  already 
become  an  important  element  of  the  circulating  medium  of  the  country.  The  Act 
provides  that  all  expenses  in  connection  with  the  issue  and  redemption  of  Federal 
Reserve  notes  shall  be  borne  by  the  Federal  Reserve  Banks,  and  in  view  of  the  service 
the  banks  are  performing  in  accumulating  gold  through  the  medium  of  these  notes, 
the  feeling  is  quite  general  among  their  officers  that  the  notes  should  be  furnished  to 
them  at  the  lowest  x>06Bible  cost  consistent  with  the  high  quality  of  workmanship 
required. 

The  design  of  the  notes  is  not  altogether  satisburtory  for  efficient  handling.  In 
sorting  notes  it  is  necessary  to  be  able  readily  to  distinguish  between  notes  of  this 
bank  and  notes  of  other  reserve  banks.  This  would  be  greatly  facilitated  if  the  print- 
ing of  tJie  distinctive  number  and  letter  of  each  bank  were  made  more  general  on  the 
face  of  the  note. 
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While  a  general  simplification  of  the  varioiu  f onns  of  currency  ia  much  to  be  deeiredy 
it  does  not  seem  appropriate  to  enter  into  a  discuasion  of  the  broader  aspects  of  the 
problem  here.  It  may  be  suggested,  however,  that  the  denominations  of  silver  cer- 
tificates in  circulation  in  this  district  during  the  period  have  not  well  met  the  needs. 
At  times  there  has  been  a  great  shortage  of  ones  and  twos  and  at  all  times  there  has 
been  a  plethora  of  fifties.  If  the  denominations  in  which  silver  certificates  are  issued 
could  be  provided  in  a  more  flexible  manner,  or  left  to  the  discretion  of  the  Secretary 
of  the  Treasury,  it  is  probable  that  the  requirements  of  trade  and  commerce  would 
be  better  satudSed.  It  would  also  be  a  great  convenience  to  reserve  banks,  as  well 
as  to  the  member  banks  in  the  larger  cities,  if  the  gold  order  certificates  could  be 
issued  in  denomlnatibns  of  $50,000  and  $100,000  as  well  as  in  the  $5,000  and  $10,000 
denominations  now  authorized. 

Detailed  figures  showing  the  transactions  in  and  movements  of  Federal  ReBerve 
notes  will  be  found  in  the  Appendix.  The  following  is  a  summary  to  December 
31, 1915. 

Total  notes  issued  to  bank $80, 440,  ODD 

Less  on  hand $16, 139, 280 

Unfit  for  circulation,  retired None. 

16, 139, 280 

Net  amount  in  circulation 73, 300, 720 

On  December  31,  1915,  the  Federal  Reserve  Agent  held  against  Federal  Reserve 
notes  issued: 

Rediscounts $140,000 

Gold  certificates 89, 300,000 

Total 89,440,000 

PURCHASE  OF  WARBANT8. 

The  regulation  concerning  the  purchase  of  municipal  obligations  issued  in  antici- 
pation of  taxes,  termed  **  Warrants,"  was  issued  December  22, 1914.  On  December 
31  this  bank  arranged  to  purchase  from  the  comptroller  of  the  city  of  New  York 
$5,000,000  of  the  city's  notes  due  June  4  to  10,  1915.  This  was  its  first  open-market 
operation  under  the  provisions  of  section  14  of  the  Act.  Shortly  after  this  purchase 
had  been  announced,  other  reserve  banks  asked  this  bank  to  act  for  them  in  pur- 
chasing eligible  warrants.  New  York  being  the  primary  market  for  a  laige  volume 
of  this  class  of  obligation.  At  the  next  conference  of  governors,  January  20  to  23, 1915, 
the  purchase  of  such  *' warrants"  was  thoroughly  discussed  and  other  reserve  banks 
appointed  this  bank  their  agent  in  the  New  York  market  to  purchase  wanants  and 
other  securities  authorized  under  section  14.  Diuing  the  period  the  aggregate  pur- 
chases of  "warrants"  for  this  bank  and  for  other  reserve  banks  have  been  as  follows: 


1915 


January.... 
February. . 

March 

April 

y&y 

June 

July 

August 

September. 

October 

November. 
December.. 

Total 


ForltselL 


$5,260,000 

1,850,000 

777,000 

700,000 

1,613,000 

1,885,000 

3,588,500 

4,644,000 

422,000 

100,000 

5,000,000 

387,027 


26,236,527 


For  other 
reserve  banks. 


f4,112>000 

1,850,000 

1,596,000 

630,000 

900,000 

835,000 

2,998,500 

5,676,000 

768,000 

105,000 


288,082 


19,761,583 
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The  ptiKluusd  of  this  volume  of  ''warrants"  under  the  terms  of  the  regulation  has 
tended  toward  uniformity  of  iasue  and  understanding  of  the  basis  of  quality  on  the 
part  of  both  the  municipalities  and  the  reserve  banks.  It  seems  not  unlikely  that 
if  the  latter  continue  to  purchase  "warrants"  a  very  desirable  standardization  of 
such  obligations  wiU  gradually  be  brought  about.  To  facilitate  this  the  Federal 
Reserve  Bank  of  New  York  has  prepared  a  standard  form  of  note  or  revenue  bond 
conveniently  arranged  to  include: 

(a)  The  certificate,  (b)  certification  of  ordinance  passed  by  the  common  council, 
(c)  certificate  of  authority,  (d)  certificate  of  corporation  council,  and  (e)  comptroller's 
certificate  of  facts. 

The  language  and  arrangement  conform  with  the  provisions  of  New  York  law  and 
the  eligibility  requirements  of  the  Federal  Reserve  Act. 

The  only  difficulty  encountered  under  the  r^^lation  has  been  that  some  munici- 
palities'which  defer  the  payment  of  taxes  for  many  months  after  their  assessment, 
borrow  in  anticipation  of  such  taxes  in  two  periods.  The  earlier  of  these  notes,  many 
of  which  are  offered  in  this  market,  are  rendered  ineligible  by  the  regulation  which 
provides  that  warrants  must  mat\ire  after  the  day  upon  which  penalty  attaches  for 
nonpayment  of  taxes. 

Some  confusion  has  arisen  on  the  part  of  municipalities  and  those  who  deal  in 
their  obligations  concerning  the  meaning  of  the  term  "  warrant "  as  used  in  the  regu- 
lation of  the  Reserve  Board.  The  obligations  covered  by  the  regulation  must  be 
obligations  of  the  entire  municipality,  but  a  warrant  in  the  ordinary  use  of  the  term 
Is  an  evidence  of  the  authority  of  a  disbursing  officer  to  discharge  a  debt  of  the  mu- 
nicipality, often  from  some  specific  fund.  Possibly  the  use  of  some  other  term  would 
lead  to  a  clearer  general  understanding  of  the  class  of  obligation  covered  by  the  regu- 
lation. 

One  provision  of  the  regulation  which  has  hardly  been  used  is  the  authority  to 

the  Reserve  Bank  to  purchase  warrants  from  any  member  bank  with  its  indorsement. 

If  this  provision  were  availed  of  more  generally  a  very  desirable  facility  might 

be  extended  to  member  banks  which  would  be  of  indirect  advantage  to  their 

municipalities. 

bankers'  aoceptancbs. 

The  right  to  accept  drafts  was  conferred  on  New  York  State  banking  institutions 
by  the  act  of  April  16,  1914.  Shortly  afterwards  a  few  acceptances  were  reported, 
principally  against  securities.  It  was  not  until  the  derangement  of  international 
credit  facilities  at  the  opening  of  the  European  war  that  American  bankers'  accept- 
ances, especially  those  relating  to  foreign  commerce,  came  into  existence  in  substantial 
volume.  At  that  time  some  of  the  trust  companies  with  foreign  connections  ex- 
tended credits  freely  to  their  customers  to  replace  credits  formerly  granted  by  Euro- 
pean banks  which  had  been  either  withdrawn  or  reduced;  they  also  accepted  drafts 
in  large  volume.  On  and  after  May  18,  1914,  member  banks  were  authorized  also  to 
accept  drafts  drawn  ux)on  them  involving  the  importation  or  exportation  of  goods. 

The  volume  of  acceptance  liabilities  reported  by  New  York  banks  in  March,  June, 
and  September,  1915,  has  been  as  follows: 


NstiooaltMnks.. 
TruBtcompuiiflB. 
state  bonka 


lCar.4. 


$18,706,078 


Mar.  19. 


168,268,749 
1,074,607 


June  23. 


Sept.  3. 


Sept.  as. 


816,731,068 

47,403,681 

1,003,634 


86,910,766 


835.731,866 
1,813,076 
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The  regulation  of  the  Federal  Reserve  Beard  defining  the  kind  of  acceptance! 
which  aie  eligible  for  purcluM  by  Federal  Beaerve  Banks  was  published  on  February 
12,  1915.  The  fint  bills  were  purchased  by  this  bank  on  February  23,  connsting  of 
$87,400.63,  accepted  by  the  National  City  Bank,  having  35  to  6S  days  to  mu,  at  2t 
per  cent. 

The  monthly  puichaaes  of  acceptances  by  this  bank  in  the  New  York  market  have 


ForltaeU. 

■"■  "JJh'— '■ 

1918 

OfpiXM. 

AmoonC. 

ofpieow. 

Amoimt. 

41 

1 

48 

M 

MS 
313 

1 

loa 

i 

'■   as 
1;   li 

i:     S;S 

^IStj.. „ 

Total 

1.238 

U, 833,631. 76 

l.BM 

!2,312,0M.Sa 

The  policy  puraued  by  this  bank  thus  far  has  been  to  purchase  good  acceptances 
whether  or  not  the  acceptor  was  a  member  bank.  It  baa  been  suggested  tbat  by 
purchasing  only  bills  accepted  by  member  bonks  the  bualness  would  be  driven  to  them. 
But  the  broader  policy  was  determined  upon  in  the  belief  that  the  most  important 
duty  of  this  bank,  at  the  inception  at  least  of  the  use  of  bankers'  acceptances  in  the 
United  States,  is  to  assist  in  developing  both  the  business  and  the  market;  that  non- 
member  banks  in  ei;t«nding  acceptance  credits  are  contributiDg  to  the  development 
of  the  buoness;  and  that  the  eetibliahment  of  a  stable  discount  market  of  Urge  vol- 
ume in  New  York  will  in  the  long  run  help  member  banks  in  developing  their  ac- 
ceptance budnees  far  more  than  any  attempt  of  the  reserve  bank  to  restrict  the  buflineoe 
to  them. 

The  reserve  bank  and  the  market  rate  for  the  discount  of  such  bills  in  New  Ynk 
has  been  for  nearly  a  year,  and  is  now,  lower  than  the  rate  for  similar  bills  in  London. 
The  relatively  small  volume  of  such  credits  which  American  banks  have  succeeded 
in  making  operative  even  under  the  unusually  favorable  opportunity  wUch  the  war 
presents  for  their  extension,  is  evidence  of  the  difficulty  which  will  be  encountered 
in  developing  the  acceptance  bualnen  in  the  United  States.  Some  of  the  fundamental 
difficulties  are: 

(1)  The  disinclination  to  break  old  banking  connectiona, 

(2)  The  difficulty  of  educating  handlers  of  bills  in  distant  places  as  to  American 
crcdita. 

(3)  The  lack  of  bill  buyers  in  foreign  countries  who  will  quote  aa  low  ratee  on  dollar 
■s  on  sterling  bills. 

(4)  The  natural  prejudice  of  bill  buyers  in  foreign  countries  in  favor  of  a  bill  ti 
known  currency  and  against  a  bill  of  as  yet  unknown  currency. 

(6)  The  lack  of  men  trained  to  exercise  the  judgment  and  financial  Teeponubility 
required  of  them  aa  managers  of  branches  or  agencies  which  American  banks  might 
eetablish  in  foreign  counttiee. 

(6)  The  interior  communicationB  for  both  goods  and  mail  between  the  United  Statea 
and  foreign  countries  as  compared  with  those  between  Great  Britain  and  foreign 
countries. 
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Only  time,  experience,  and  patient  effort  will  remove  these  handicaps  to  the  ele- 
vation of  dollar  exchange  to  its  proper  position  in  international  finance.  The  business, 
liowever,  is  developing  and  will  continue  to  grow  as  our  banking  machinery  and  con- 
nections extend  throughout  the  world. 

The  Act  permits  member  banks  to  accept  an  amount  of  bills  not  exceeding  50  per 
cent  of  their  capital  and  surplus.  By  the  amendment  of  March  3, 1915,  under  certain 
conditions  they  may  be  authorized  by  the  Federal  Reserve  Board  to  accept  up  to  100 
I>er  cent  of  the  capital  and  surplus.  The  following  banks  in  this  district  have  received 
such  authorization: 

Amount  of 

capital  and 

surplus. 

Bank  of  New  York,  New  York $6,000,000 

Mechanics  &  Metab  National  Bank,  New  York 12, 000, 000 

Atlantic  National  Bank,  New  York 1, 600, 000 

American  Exchange  National  Bank,  New  York 8, 000,000 

Aa  this  bank  has  probably  been  the  largest  single  purchaser  of  bankers'  acceptances, 
it  has  been  able,  as  it  gained  experience,  to  exert  some  influence  toward  standardizing 
practice  and  form.  The  acceptance  of  drafts  in  one  city  payable  in  another  city  has 
been  discouraged;  insistence  that  bills  shall  be  so  indorsed  as  to  leave  open  no  ques- 
tion of  title  will,  when  universally  adopted,  add  greatly  to  the  ready  negotiability  of 
bills;  and  discussion  of  the  terms  of  the  regulation  with  acceptors  and  bill  brokers  has 
led  to  a  better  understanding  of  the  scope  of  the  field  it  covers. 

The  amended  regulation  issued  September  7,  1915,  considerably  broadened  the 
field  of  acceptances  eligible  for  purchase  and  encouraged  an  increased  volume  of 
these  instruments.  The  further  amended  regulation  issued  December  4, 1915,  cover- 
ing the  purchase  of  bankers'  acceptances  arising  out  of  domestic  transactions  relates 
to  a  class  of  bills  Triiich  national  banks  are  not  authorized  to  accept.  When  accepted 
by  institutions  of  high  credit  they  have  a  ready  market,  though  at  a  fractionally 
higher  rate  than  acceptances  based  on  foreign  transactions. 

PURCHASE  OF  UNITED  STATES  BONDS. 

The  Act  authorizes  the  Federal  Reserve  Board  during  each  ye^,  commencing  two 
yean  from  the  passage  of  the  Act,  to  require  reserve  banks  to  purchase  from  national 
banks  not  exceeding  $25,000,000  of  United  States  bonds  used  in  securing  circulation. 
The  Federal  Reserve  Board  has  ruled  that  the  first  year  for  such  purchase  begins 
January  1, 1916;  that  such  year  shall  be  divided  into  quarters;  and  that  it  may  require 
the  reserve  banks  to  purchase  not  exceeding  $6,250,000  of  such  bonds  in  any  one 
quarter.  A  circular  has  been  sent  to  member  banks  advising  them  of  this  ruling  and 
supplying  them  with  forms  upon  which  applications  to  sell  such  bonds  may  be  made 
to  the  Treasurer  of  the  United  States.  Applications  received  not  later  than  March 
21, 1916,  will  be  considered  in  connection  with  the  purchase  to  be  made  March  31, 
1916.  The  circular  calls  attention  td  the  right  of  the  reserve  banks  to  anticipate  such 
required  purchases  from  member  banks  by  purchasing  bonds  in  the  open  market. 

COLLECTION  8T8TEH. 

At  the  meeting  of  directors  and  governors  of  Federal  Reserve  Banks  held  in  Wash- 
ington October  20  to  22,  1914,  it  was  voted  that  at  the  outset  each  Federal  Reserve 
Bank  should  receive  at  par  for  immediate  credit  checks  and  drafts— 

(a)  On  any  other  Federal  Reserve  Bank. 

(()  On  member  banks  in  reserve  and  central  reserve  cities  in  its  own  district. 

In  this  district  a  circular  was  sent  to  member  banks  on  November  13  advising  that 
the  arrangement  would  become  effective  November  18. 

The  only  cities  affected  by  the  plan  were  the  central  reserve  city  of  New  York 
(ooDBisting  of  the  Boroughs  of  Manhattan  and  Bronx)  and  the  reserve  cities  of  Albany 
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and  BrooklyiL    The  traiiBactionB  between  the  banks  in  these  cities  through  the  reaerv^ 
bank  were  naturally  very  limited. 

The  course  of  the  transactions  in  checks  on  other  Federal  Reserve  Banks  has  Iwei 
already  described. 

The  question  of  developing  a  collection  system  within  the  respective  disCncte  to 
discussed  at  the  first  meeting  of  the  governors'  conference  on  December  10, 1914,  and 
has  been  an  important  item  of  discussion  at  each  succeeding  conference.     It  has  ahp 
been  discussed  frequently  at  meetings  of  the  directors  of  this  bank  and  been  tk 
subject  of  communications  between  them  and  the  Reserve  Board.     On  Februaiy  IT, 
1915,  the  directors  conferred  at  the  office  of  the  bank  with  16  representativeB  ci  mea- 
ber  banks  from  various  parts  of  New  York  State  relative  to  the  practicability  of  egtab- 
lishing  within  the  district  a  voluntary  intradistiict  collection  systeniy  baaed  upon 
inmiediate  credit  and  debit  of  checks.    After  full  consideration  and  with  the  i^prcnil 
of  the  Reserve  Board,  the  member  banks  were  notified  of  the  intention  of  the  bank  to 
establish  such  a  system  and  given  an  opportunity  to  join  it.    When  the  plan  became 
effective  June  1, 1915,  practically  all  the  banks  in  the  reserve  and  central  reserve  citks 
had  joined,  together  with  32  in  other  places,  a  total  of  70  banks.    The  directors  of  earh 
bank  which  joined  authorized  the  reserve  bank  to  charge  to  its  account  upon  recdpt 
all  items  drawn  upon  it.    About  the  same  time  a  similar  plan  was  offered  to  tbdr 
members  by  the  other  Federal  Reserve  Banks  except  those  at  St.  Louis  and  Kami 
City,  where  membership  was  originally  involuntary,  and  at  San  Francisco,  where 
deferred  debit  and  credit  was  adopted  as  a  basis.    On  June  15  also,  the  receipt  d 
checks  on  other  Federal  Reserve  Banks,  except  those  in  Boston  and  Pbiladel|^ 
was  changed  from  an  immediate  to  a  deferred-credit  basis.    The  New  York  CSeir- 
ing  House  placed  all  banks  which  had  joined  the  collection  system  on  its  discretioiiarf 
charge  list.    On  July  1,  30  banks  in  northern  New  Jersey  also  joined  the  coUectioii 
system,  and  in  spite  of  a  few  withdrawals  the  nmnber  has  gradually  increased  to  129 
on  December  31, 1915. 

There  seem  to  be  three  main  reasons  why  so  few  country  banks  have  joined  the 
collection  system. 

The  first  is  the  practice,  quite  general  among  such  banks  in  this  district,  of  charging 
exchange  on  remit tiiig  for  items  drawn  upon  them.  Broadly  speaking,  the  smaller  the 
bank  the  larger  the  percentage  of  its  earnings  derived  from  exchange.  Under  the  pres- 
ent collection  system,  Items  are  not  sent  for  collection  and  remittance,  but  are  chaiged 
directly  against  the  account  of  the  paying  bank,  giving  it  no  opportunity  to  collect  an 
exchange  charge.  Consequently  only  those  bsuiks  joined  which  were  ready  to  for^ 
this  charge,  or  did  not  customarily  impose  it. 

The  second  consideration  which  prevents  many  banks  from  joining  is  that  member- 
ship obliges  them  to  carry  larger  reserves.  Whereas  the  practice  of  the  compUoll^^s 
office  has  been  to  figure  reserves  from  the  books  of  the  member  bank,  the  Federal  Reserve 
Act  contemplates  that  the  amounts  required  to  be  kept  on  deposit  in  the  reserve  bank 
shall  be  figured  from  the  books  <  i  the  reserve  bank.  The  reserves  of  banks  which  ke^ 
dormant  balances  with  the  reserve  bank  are  maintained  unimpaired,  but  there  is  con- 
stant tendency  to  impairment  of  the  reserves  of  the  banks  which  join  the  collection 
system,  for  in  order  to  meet  the  checks  chaiged  against  them  through  the  system  they 
are  required  in  practice  to  absorb  the  volume  of  checks  which  they  have  constantly 
in  transit  to  their  reserve  agents.  Not  only  have  the  reserve  balances  kept  with  thi^ 
bank  by  most  country  members  of  the  system  been  constantly  impaired,  the  average 
impairment  during  the  first  three  months  running  as  high  as  31  per  cent  of  the  aggr^at« 
amount  they  should  have  kept  on  deposit,  but  hardly  a  day  has  passed  without  one  or 
more  members  being  actually  overdrawn  by  the  chuge  against  them  of  unanticipated 
items. 

The  third  difficulty  is  due  to  the  small  number  of  banks  which  have  joined  the 
system.    With  New  York  banks  receiving  at  par  for  immediate  credit  all  Items  drawn 
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on  membere  of  our  collection  aystom,  the  entire  volume  of  checks  outst&nding  against 
any  member  bank  which  joined  might  be  regularly  charged  against  its  account  by  the 
Federal  Keaerve  Bank,  whereas  it  could  only  send  as  an  offset  checks  on  the  few  banks 
in  this  district  which  had  joined^  This  Is  the  principal  cause  of  the  impainnent  of 
reservee  above  referred  to. 

Seven  months'  experience  with  the  present  iatradistrict  collectioQ  system  mokes  it 
seem  reasonably  clear  that  no  substantial  growth  can  be  expected  either  in  number  of 
members  or  volume  of  transactions  until  those  banks  which  join  the  system  can  be 
given  on  opportunity  of  adequately  offsetting  the  items  which  are  charged  against  them 
through  it.  The  question  of  extending  the  collection  system  across  district  lines  has 
been  under  active  consideration  for  the  last  three  monthB. 

The  following  statement  shows  the  number,  volume,  and  kinds  of  checks  received 
by  the  Federal  Reserve  Bank  through  its  collection  system  since  its  inauguration 
June  1,  1915: 
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The  total  number  of  checks  received  on  deposit  from  member  banks  from  Hovem' 
ber  16,  1914,  to  December  31, 191S,  has  been  1,362,642,  aggregating  |1,93S, 810,485. 

On  August  9, 1915,  the  New  York  Clearing  Bouse  established  a  department  for  the 
collection  of  checks  on  oulKif-town  banks,  which  includes  all  banks  in  New  York,  New 
Jersey,  Connecticut,  MasBochueetts,  and  Rhode  Island  which  agree  to  remit  at  par  in 
New  York  funds  on  the  day  of  their  receipt  for  any  items  sent  them.  Starting  with 
347  members,  their  Bystem  now  has  over  500  members.  The  volume  of  transactions  is 
about  twice  as  large  as  that  of  the  collection  system  of  the  reserve  bank  and,  as  its 
sphere  of  operations  widens,  the  number  of  par  points  in  the  territory  covered  will 
increase.  On  December  30,  1915,  the  clearing-house  offered  to  receive  items  on 
any  banks  joining  its  system  in  places  from  which  mail  reaches  New  York  over 
night. 

The  clearing-house  system  was  organized  with  a  desire  to  cooperate  with  the 
reserve  bank  in  improving  collection  conditions  and  the  two  systems  have  operated 
entirely  harmoniously.  That  neither  has  made  more  substaatial  prt^ress  in  enrolling 
country  banks  in  New  York  State  is  due  partly  to  the  fact  that  many  of  the  latter  do 
not  wish  to  give  up  the  exchange  charge  and  others  do  not  wish  to  disturb  present 
relations  with  reserve  agenta. 

Through  the  influence  of  these  two  E^endec 
gradually  spreading.  Where  charges  are  made : 
the  district  the  fee  Is  usually  oiie-t«Dth  of  1  per 
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ADMISSION  or  STATE  BANKS  AND  TETrST  OOMPAHISB. 

The  regulation  of  the  Federal  Reserve  Board  relating  to  the  admiflBian  ci  Sine 
banking  institutions  to  the  Federal  reserve  system  was  issued  on  June  7,  1915. 

While  final  action  on  applications  of  State  institutions  rests  with  the  Fedsnl 
Reserve  Board,  the  regulation  requires  the  reserve  bank  to  investigate  thoroo^f 
each  application  and  forward  it,  with  its  recommendations,  to  the  Board.  Tm 
policy  of  this  bank  in  passing  on  such  applications  conforms  with  the  spirit  of  tk 
regulation,  which  contemplates  the  admission  of  only  those  State  institatioiiB  idud 
will  add  strength  to  the  reserve  system.  Mere  solvency  will  not  be  a  sujSdest 
qualification.  To  receive  the  approval  of  the  directors  of  this  bank,  a  State  InstitatkB 
must  be  not  only  solvent  but  strong,  well-managed,  and  in  a  condition  of  liqutditr 
appropriate  to  the  nature  of  its  deposits. 

The  application  of  the  Broadway  Trust  Co.  of  New  York  City,  made  several  montitf 
before  the  issuance  of  the  regulation,  has  been  approved  by  both  the  bank  aad 
the  board,  and  on  August  4, 1915,  it  paid  in  one-half  of  its  subscription  to  the  capita 
stock,  transferred  the  prescribed  amount  of  reserves,  and  became  a  member  bank. 

FISCAL  AGENT  OF  THE  UNITED  STATES. 

On  November  24,  1915,  the  Secretary  of  the  Treasury  advised  this  bank  that  ht 
had  appointed  it  a  fiscal  agent  of  the  United  States,  effective  January  1,  1916.  Os 
this  date  it  is  purposed  to  begin  the  transfer  to  the  bank4)f  funds  of  the  United  States, 
except  post-office  and  court  funds  now  on  deposit  in  national  banks  in  New  York 
City.  These  balances  at  present  aggregate  about  $1,500,000.  The  officers  of  tbe 
bank  have  conferred  with  officials  of  the  Treasury  Department  both  in  Wadiix^ftcs 
and  New  York  and  the  details  of  the  work  have  been  carefully  studied  in  order  th&: 
this  function  may  be  performed  satis&ctorily  from  its  inception. 

The  plan  contemplated  provides  for  the  regular  daily  deposit  with  this  bank  of  tltf 
receipts  of  the  collectors  of  customs  and  coUectors  of  internal  revenue  located  in  tbe 
greater  City  of  New  York  and  the  gradual  taking  over  of  the  encashment  of  checks  d 
the  Gh>vemment  by  this  bank  in  place  of  the  subtreasury.  It  is  expected  that  within 
a  few  weeks  all  deposits  of  this  character,  as  well  as  the  payment  of  all  checks,  caL 
be  handled  by  the  bank  without  lowering  in  any  way  the  efficiency  with  which  this 
branch  of  the  Government  business  is  handled  by  present  methods.  It  will,  howeTcr, 
involve  some  increase  in  the  clerical  force  and  office  acconmiodations  of  the  bank 

BALANCE  SHEET. 

For  purposes  of  comparison  balance  sheets  of  three  dates  are  presented  in  the  appendix. 
The  large  increase  in  the  deposits  of  member  banks  is  due  primarily  to  the  increase  ir 
their  own  deposits,  elsewhere  referred  to,  and  to  the  fact  that  several  are  carrying 
substantial  excess  balances  with  this  bank.  About  $3,150,000  were  received  from  the 
banks  in  northern  New  Jersey  during  July,  1915,  and  about  $3,674,000  were  received 
from  member  banks  outside  of  the  central  reserve  city  of  New  Yoric  at  the  tnnafer 
of  the  second  installment  of  their  reserves  on  November  16, 1915. 

PBOFIT  AND  LOSS. 

During  the  early  part  of  the  period  under  review,  certain  expenses  were  incuned 
in  organizing  the  bank,  renting  temporary  offices,  remodeling  the  banking  room  at 
62  Cedar  Street,  defraying  the  initial  expenses  of  the  Federal  Reserve  Board,  etc. 
The  treatment  of  these  expenses  was  carefully  considered  and  it  was  determined 
that  beginning  January  1, 1916,  the  amortization  of  oiganization  expenses,  including 
the  cost  of  the  Federal  Reserve  notes  issued  up  to  that  time  should  be  undertaken  is 
not  exceeding  30  monthly  installments,  so  that  they  would  be  entirely  eliminated 
on  or  before  June  30,  1918.    It  was  also  determined  that  unissued  Federal  Roservs 
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notes  fihould  be  carried  at  cost  in  the  balance  sheet  and  that,  beginning  July  1, 
1915,  all  notes  should  be  chazged  at  cost  to  current  expenses. 

In  view  of  the  small  volume  of  rediscounts  for  member  banks  and  of  the  complete 
absence  of  rediscounts  for  other  Federal  Reserve  Banks,  the  policy  of  the  bank  has 
been  to  purchase  in  the  open  market  sufficient  warrants  and  acceptances  to  cover 
the  cost  of  ox)eration,  including  the  issue  of  Federal  Reserve  notes.  In  buct  most  of 
the  reserve  banks,  except  those  in  Richmond,  Atlanta,  and  Dallas,  have  had  largely 
to  depend  on  such  purchases  to  pay  their  expenses.  Owing  to  the  general  demand 
for  such  paper  and  investments,  it  has  been  impossible  for  this  bank  to  secure  a 
sufficient  volume  quite  to  equal  its  expenses.  The  rates  on  such  investments  have 
declined  steadily  throughout  the  year  and  are  now  at  their  lowest  level.  Realizing 
the  influence  which  the  reserve  bank  might  have  upon  these  rates  if  it  pressed  its 
funds  upon  the  market,  it  has  been  the  policy  of  the  bank  to  follow  rather  than  lead 
the  market  in  its  decline.  In  these  circumstances,  no  thought  could  be  given  to 
earning  dividends.  The  view  generally  held  not  only  by  the  directors  and  officers 
of  this  bank  but  by  the  member  banks  as  well  is  that  such  a  money  market  as  has 
prevailed  during  the  period  under  review  provides  no  proper  basis  for  the  earning 
of  dividends  by  a  Federal  Reserve  Bank  located  in  a  creditor  district,  and  that  at 
such  a  time  its  funds  should  be  practically  withdrawn  from  use. 

From  November  16,  1914,  to  December  31,  1915,  total  earnings  bom  all  souxces 
have  been  $345,035.33,  and  current  expenses  have  been  $345,146.55,  leaving  a  deficit 
for  the  period  of  $111.22.  The  details  of  the  earnings  and  of  the  oigaoization  and 
current  expenses  are  set  forth  in  full  in  the  Appendix. 

EXAMINATION  BT  THE  FEDERAL  RESERVE  BOARD. 

On  February  8, 1916,  the  examiners  of  the  Federal  Reserve  Board  visited  the  bank 
and  conducted  an  examination  of  its  affairs  lasting  somewhat  over  a  week. 

.  FUNCTIONS  NOT  YET  DEVELOPED. 

The  small  amount  of  rediscounting  done  by  member  banks  thus  far  has  not  made  it 
necessary  to  consider  the  establishment  of  branches  of  this  bank  to  facilitate  either 
deposit  or  discount  relations  with  its  member  banks.  Thus  for  the  mail  has  been  a 
sufficient  medium  for  the  exercise  of  these  two  functions.  Whether  branches  or 
agencies  will  later  have  to  be  established  to  provide  promptness  and  directness  in  the 
collection  system  is  a  question  which  probably  will  not  come  up  for  solution  unless 
and  until  the  collection  system  reaches  a  more  general  development  than  at  present. 

Of  the  open-market  ojierations  described  under  section  14  of  the  Act,  the  authority 
to  purchase  acceptances  and  municipal  warrants  has  been  freely  availed  of;  the  au- 
thority to  open  accounts,  appoint  correspondents,  establish  agencies,  and  purchase 
bills  in  foreign  countries  as  well  as  to  deal  in  foreign  exchange  at  home,  has  not  been 
exercised  and  probably  will  not  be  genertf  ly  availed  of  until  conditions  abroad  have 
cleared  and  normal  businesB  is  resumed.  As  yet  no  bonds  or  notes  of  the  United 
States  have  been  purchased,  and  consequently  no  Federal  Reserve  Bank  notes  based 
on  such  bonds  have  been  issued.  There  has  been  no  occasion  to  have  transactions 
in  gold  coin  or  bullion. 

No  other  Federal  Reserve  Bank  has  applied  to  this  bank  for  the  rediscount  of  any 
of  its  paper. 
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Chaffer  III— Thb  Mbkber  Banks  akd  ths  Fbdbraii  Rbsbbtk  Durnucr. 

RBASJUSTM BMT  OT  DISTBICT. 

On  May  4,  1915,  the  Federal  Beserve  Board  voted  to  readjuot  this  diotrict muk 
include  it  in  the  following  New  Jersey  counties: 

Bezgen,  Essex,  Hudson,  Hunterdon,  Middlesex,  Monmouth,  Monis,  Fubuc. 
Somerset,  Sussex,  Union,  Warren. 

The  readjustment  became  effective  July  1,  1915,  and  increased  the  number  d 
member  banks  by  131.  On  December  31,  1915,  there  were  132  member  banks  ia 
these  counties  contributing  1964,550  to  the  paid  in  capital  of  thia  bank  and  f4,849»lS3i: 
to  its  deposits. 

NUMBER  OF  BANKS. 

On  November  16, 1914,  the  number  of  member  banks  in  district  No.  2  was  480,  &s 
on  December  31,  1915,  616.  During  the  period  covered  by  the  reix>rt,  131  banks  i: 
New  Jersey  were  added  by  the  readjustment  of  the  district,  9  new  natioxuJ  banks  to* 
organized  and  became  members,  and  1  trust  company  became  a  member.  Fee 
national  banks  withdrew  from  membership  by  liquidation,  either  voluntary  ot'xs^ 
untary. 

ELECTION  OF  DIRECTORS. 

The  separation  of  the  banks  of  this  district  into  three  voting  groups,  in  the  mum? 
provided  by  the  Act,  results  at  present  in  the  following  divisions: 

Group  1. — ^Two  hundred  and  five  banks  with  capital  and  surplus  of  $185,000  asi 
over.    (Elects  directors  in  1916.) 

Group  X. — ^Two  hundred  and  five  banks  with  capital  and  surplus  of  from  $70,000 1: 
$185,000.    (Elects  directors  in  1917.) 

Group  S. — ^Two  hundred  and  five  banks  with  capital  and  surplus  of  $70,000  ti^ 
under.    (Elected  directors  in  1915.) 

On  September  30,  1915,  a  circular  was  sent  to  each  bank  in  group  3  designadEf 
October  29  as  the  last  day  when  it  might  file  the  certificate  of  election  of  its  distrL* 
reserve  elector  and  of  nominations,  if  any,  for  the  vacancies  to  be  filled  by  the  expin- 
tion  of  the  terms  of  Messrs.  Franklin  D.  Locke  and  Leslie  R.  Palmer.  Of  the  ^ 
banks  in  the  group  127  chose  electors  and  became  entitled  to  vote.  The  followiac 
candidates  were  nominated: 

For  class  A  director: 

B.  H.  Howell,  Garfield,  N.  J.;  nominated  by  1  bank. 

Franklin  D.  Locke,  Buffalo,  N.  Y.;  nominated  by  82  banks. 

Josiah  W.  Place,  New  York,  N.  Y.;  nominated  by  3  banks. 

Walter  M.  Van  Deusen,  Newark,  N.  J.;  nominated  by  4  banks. 

D.  D.  Woodard,  Granville,  N.  Y.,  nominated  by  1  bank. 

For  class  B  director: 

James  W.  Johnson,  New  Brunswick,  N.  J.;  nominated  by  3  banks. 

Leslie  R.  Palmer,  Croton-on-Hudson,  N.  Y.;  nominated  by  88  banks. 

Preferential  ballots  as  provided  by  the  Act,  together  with  instructions,  were  znai}^> 
to  electors  on  November  15.  On  December  1  the  polls  closed  and  it  appeared  tU: 
the  following  votes  had  been  cast  in  the  column  of  first  choice: 

C14U9  A  director:  B.  H.  Howell,  2;  FrankUn  D.  Locke,  105;  Josiah  W.  Place,  4 
Walter  M.  Van  Deusen,  9;  D.  D.  Woodard,  2. 

Class  B  director:  James  W.  Johnson,  8;  Leslie  R.  Palmer,  114. 

Whereupon  Mr.  Locke  was  declared  elected  class  A  director  and  Mr.  Palmer  class '' 
director,  each  for  a  term  of  three  years,  beginning  January  1, 1916. 

Although  second  notices  were  sent  out  shortly  before  October  29  and  December '. 
respectively,  regarding  the  choice  of  district  reserve  electors  and  the  voting  upon  ci:r 
didates,  nevertheless,  only  122  of  the  205  banks  exercised  their  important  francbi^ 
to  participate  in  the  election  of  directors  of  this  bank. 
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AMALTBIB  or  OPKK&nOMS  Ot  NATIONAL  BANKS. 

At  the  migscctioii  of  the  Federal  JUeerve  Boeid  and  for  the  purpose  cf  an  analy^ 
of  operatioiu,  the  member  banks  in  the  diBtrict  have  been  divided  into  eeven 
groups  OD  the  baau  of  their  total  rasources,  and  certain  figuiee  from  the  reports  of 
September  2  and  November  10, 191&,  to  the  comptioUer  have  been  tabulated  under 
these  groups: 

Group  1.  Banks  with  total  reaouices  under  1100,000 3 

Group  2.  Banks  with  total  rwouTces  between  $100,000  and  $200,000 33 

Group  3.  Banks  with  total  teaouiceB  between  1200,000  uid  $300,000 62 

Group4.  Banks  with  total  resouTcee  between  9300,000  and  $500,000 106 

Groups.  Banks  with  total  resources  between  $500,000  and  $2,500,000 304 

Group  6.  Banks  with  total  resources  between  $2,500,000  and  teO.OOO.OOO 80 

Group  7.  Banks  with  total  resources  over  $20,000,000 26 

The  figures  tabulated  show  the  relations  to  total  capital  and  to  total  resources  of  the 
inveetmenle,  the  deposits,  the  receipts  from  exchange,  the  net  earnings,  the  dividends 
paid,  and  the  amount  of  eligible  paper  held. 

Invatmertu. — The  following  table  shows  the  percentage  of  the  total  resources 
invested  in  loans  and  discounts,  in  bonds  and  securities  other  than  United  States 
bonds,  and  in  eligible  paper.  It  seems  to  present  no  figures  of  especial  significance 
except  the  relatively  soiall  percentage  of  bonds  and  securities  held  by  the  larger 
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jAobilitia. — The  Following  table  shows  the  relation  of  the  capital,  surplus,  and  undi> 
vided  profits  to  demand  deposits  and  time  deposits.  It  indicates  clearly  the  greater 
extent  to  which  the  larger  banks  are  able  tQ  expand  their  liabilities;  also  the  more 
acti%'e  nature  of  their  deposits: 
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Natun  of  deposits. — ^The  dlvisioii  of  the  depoeits  between  demand  and  time  isshovi^ 
by  the  following  table,  which  again  emphasizes  the  fat  greater  activity  of  thels^ 
banks.  The  banks  in  New  York  City  almost  without  exception  take  no  nTis^ 
accounts. 
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Exchange,  earnings,  and  dividends. — Yet  the  greater  resources  of  the  lai^r  banks  i^ 
not  result  in  earnings  proportionately  larger,  since  a  very  laige  part  of  the  loaofi  of  a 
smaller  banks  rim  at  a  steady  6  per  cent  rate,  while  the  loans  of  the  larger  banks,  pe; 
ticularly  in  New  York  City,  are  subject  to  the  money-market  rates,  which  seldis 
reach  6  per  cent.    Furthermore,  the  more  active  nature  of  the  deposits  of  theov 
banks  requires  the  maintenance  of  larger  reseves,  not  only  of  cash  but  of  readily  &f 
vertible  paper  and  loans.    The  larger  proportion  of  their  earnings  paid  out  in  divided 
than  in  the  case  of  the  banks  with  resources  under  $300,000  is  due  probably  to  the  he 
that  the  latter  class  of  banks  are  largely  new  institutions  which  consider  it  necessi.'' 
to  accumulate  a  substantial  surplus  before  paying  normal  dividends.    The  table  sbs^ 
the  relation  of  gross  receipts  from  exchange,  of  net  earnings  and  of  dividends  to  bcc 
total  capital  and  total  resources.    They  are  averaged  from  the  figures  reported  for  131. 
1913,  and  1914,  but  as  the  figures  of  total  capital  and  total  resources  for  those  years  0 
not  available  the  figures  of  November  10, 1915,  are  used.    Therefore  the  averags:: 
figures  are  not  correct,  being  smaller  than  they  actually  should  be.    They  are  si 
ciently  accurate,  however,  for  purposes  of  comparison  between  the  larger  and  3^ 
smaller  banks.    The  smaller  the  bank  the  larger  in  proportion  are  its  receipts  b:: 
exchange. 
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1  The  three  banks  composing  group  1  were  not  in  existence  during  these  years. 

Directors*  Hdbilities  and  eligible  paper. — ^The  relation  of  the  directors'  liabili^ 
direct  and  Indirect,  and  of  the  eligible  paper,  to  loans  and  discounts,  is  shown  in^ 
following  table.  It  appears  that  the  smaller  the  bank  the  more,  proportionately,  - 
its  directors  indebted  to  it;  also  the  greater  the  proportion  it  holds  of  paper  eli^blt ' 
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rediscount  with  the  Federal  Reserve  Bank.  The  figures  relating  to  eligible  paper, 
however,  are  very  approximate,  since  they  represent  merely  estimates  presented  by 
each  bank  according  to  the  judgment  of  its  officers. 
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The  aggregate  figuies  from  which  the  foregoing  tables  of  percentages  have  been 
compiled  will  be  found  in  the  Appendix. 

The  various  analyses  above  presented  indicate  clearly  the  advantages  which  the 
larger  banks  have  over  the  smaller  banks  in  respect  of  ability  to  do  a  laiger  volume  of 
busmess.  Yet,  except  in  the. case  of  the  very  small  banks,  the  amount  earned,  net, 
OD  the  total  capital  contribution  does  not  vary  greatly.  There  seems  to  be  no  indica- 
tion in  these  figuies  that  small  banks  in  a  favorable  location  can  not,  if  well  managed, 
become  firmly  established,  pay  reasonable  dividends,  and  serve  well  their  communi- 
ties. But  to  reach  and  maintain  a  satLsfactorily  strong  position  much  service  must  be 
given  without  compensation  by  the  senior  officers,  and  great  economy  practiced  at  all 
times.  The  nin e  new  national  banks  establ ished  during  the  period  under  review,  with 
$25,000  capital  each,  indicates  that  the  experience  of  other  small  banks  in  recent  years 
has  not  been  altogether  discouraging.  It  is  desirable,  however,  that  in  this  district, 
already  well  provided  with  banking  capital,  careful  investigation  should  be  made  of 
applications  to  establish  small  banks,  in  order  that  they  may  not  be  authorized  in 
communities  unlikely  to  be  able  to  support  them  or  already  well  sui^lied  with  banking 
facilities. 

For  perhaps  the  most  important  study  of  banking  condition  the  comptroller's 
reports  do  not  present  the  necessary  data,  namely,  the  nature  of  the  loans  and  dis- 
counts of  the  banks.  While  these  reports  show  whether  the  loans  and  discounts  are 
on  demand  or  time,  and  are  secured  or  unsecured,  they  do  not  indicate  what  propor- 
tion of  them  IS  temporary  and  what  proportion  is  practically  permanent.  The  relative 
liquidity  of  the  various  groups  of  banks  can  not  therefore  be  presented.  Naturally 
an  analysis  of  loans  and  discounts  with  this  object  in  view  would  be  difficult,  and  at 
best  only  approximate,  but  It  is  believed  that  if  some  satisfactory  basis  for  the  prepa- 
ration of  figures  can  be  arrived  at  it  would  be  of  the  greatest  value,  not  only  as  a  con- 
tribution to  the  study  of  banking  conditions  but  as  a  guide  to  the  reserve  bank  in 
extending  credit  to  its  members. 

TIME  DEFOSrrS  AND  SAVINGS  ACCOUNTS. 

On  November  10, 1915,  the  member  banks  in  this  district  held  time  deposits  aggre- 
rating  over  $140,000,000.  These  are  mainly  savings  accounts,  on  certificates  or  special 
ysBB  books.  They  also  have  a  considerable  volume  of  savings  accounts  which  are 
ncluded  in  their  demand  deposits  because  they  are  not  received  under  contracts 
leliich  give  the  bank  the  right  to  require  notice  before  withdrawal.  In  New  York 
ytSLte  there  are  140  mutual  savings  banks  with  total  deposits  on  July  1,  1915,  of 
$1,791,524,601.  There  are  also  a  number  of  important  mutual  savings  banks  in  the 
>ortion  of  New  Jersey  included  in  this  district.  Most  of  these  savings  banks  pay 
[  per  cent  on  deposits.  The  influence  of  this  rate  is  reflected  in  the  rate  offered  by 
ixe  commercial  banks.  National  or  State,  which  wish  to  attract  time  and  savings 
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accounts.  The  competition  among  banks  for  such  accounts  umialiy  starts  in  the  lups 
centeni  where  there  is  a  mutual  savings  bank.  To  compete  wi^  the  sayingB  bank 
they  offer  the  same  rate,  and  having  once  begun  to  allov  it  no  bank  f eela  wUhng  to 
reduce  it  for  fear  of  losing  business  to  its  competitors.  The  effect  of  this  is  promptly 
felt  in  the  surroimding  coimtry,  and  the  sphere  of  influence  of  these  various  cents! 
has  gradually  widened,  so  that,  with  a  few  exceptions  in  the  more  remote  districts, 
4  per  cent  is  the  usual  rate  paid  by  commercial  banks  for  time  and  savings  account' 
At  this  rate  the  business  has  a  margin  of  profit  which,  for  a  commercial  institatm 
is  not  commensurate  with  the  profits  it  should  make.  Furthermore,  it  leads  in  lam 
cases  to  paying  interest  on  demand  commercial  accoimts.  It  may  fairly  be  said 
that  one  of  the  principal  reasons  why  the  country  banks  in  this  district  are  bo  senflturc 
to  any  loss  of  income  the  reserve  system  is  likely  to  entail  upon  them  Is  the  burde: 
of  paying  high  interest  rates  on  deposits  which  they  have  assumed  and  which,  yi^ 
willing,  they  have  been  as  yet  unable  to  find  any  practical  way  to  reduce. 

Under  the  stimulus  of  the  reduction  of  the  required  reserve  provided  by  the  ir. 
on  time  and  savings  deposits,  the  conversion  of  such  accounts  from  demand  to  tnae 
accounts  which  will  comply  with  the  definition  established  by  the  Act  and  the  RsBem 
Board  is  proceeding  quite  generally.  During  the  period  time  depositB  have  in- 
creased at  a  ratio  about  five  times  greater  than  the  ratio  of  incieaae  of  demand  de 
posits. 

LOANS  ON  niFBOVBD  FABM  LANDS. 

The  provision  of  the  Act  permitting  loans  on  improved  farm  lands  has  not  bees 
largely  availed  of  as  yet.  On  November  10, 1915,  75  member  banks  reported  $451,524 
of  such  loans. 

riDVCULRY  POWERS. 

The  Federal  Reserve  Board  is  authorized  by  the  Act  "to  giant  by  special  p&mit 
to  national  banks  applying  therefor,  when  not  in  contravention  of  State  or  local  hw. 
the  right  to  act  as  trustee,  execute,  administrator,  or  registrar  of  stocks  and  bonds 
under  such  rules  and  regulations  as  the  said  Board  may  prescribe." 

With  respect  to  New  York,  counsel  for  the  bank  has  rendered  an  opinion  that  it  is 
in  contravention  of  State  law  to  grant  such  permits  except  with  respect  to  acting  ss 
regbtrar  of  stocks  and  bonds.  Accordingly,  no  general  fiduciary  permits  have  bes 
granted  in  New  York,  but  a  number  of  banks  have  been  authorized  to  act  as  regislta: 
of  stocks  and  bonds. 

With  respect  to  New  Jersey,  coimsel  has  rendered  an  opinion  that  it  is  not  in  contzs- 
vention  of  State  law  to  grant  such  permits  to  banks  organized  prior  to  the  passage  d 
the  general  trust  company  act  of  March  24, 1899.  Under  this  opinion,  adopted  by  tltf 
Federal  Reserve  Board,  general  fiduciary  permits  have  been  granted. 

The  Federal  Reserve  Board  requires  the  Federal  Reserve  Baaak  to  pass  upon  all  eud: 
applications  before  it  considers  them.  As  in  the  case  of  the  admission  to  memberdiij 
of  State  institutions,  the  policy  of  both  the  Board  and  the  bank  is  to  approve  osh 
applications  of  banks  which  appear  to  be  strong  and  well  managed. 

The  list  of  member  banks  to  which  permits  have  been  granted  will  be  found  ia 
the  Appendix. 

BRANCHES  OF  MBMBBR  BANKS. 

Under  the  authority  granted  by  section  25  of  the  Act,  the  National  City  Bank  c^ 
New  York  has  opened  branches  at  Buenos  Aires,  in  the  Argentine  Republic,  and  dt 
Rio  Janeiro,  Santos,  and  Sao  Paulo,  in  Brazil.  The  Buenos  Aires  office  has  a  subbrandi 
in  Montevideo,  Uruguay.  It  has  also  absorbed  the  Banco  de  la  Habana,  Habai^ 
Cuba,  a  going  concern  with  $1,000,000  capital,  which  is  now  operated  as  a  brandi. 
The  bank  has  assigned  to  these  branches  a  capital  of  $3,000,000,  but  the  provision  of  the 
Act  requiring  capital  to  be  set  aside  is  considered  undesirable,  as  there  can  be  no 
Hmitation  upon  the  liability  of  the  bank  for  liabilities  contracted  at  its  branchee. 
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Inasmuch  as  Britiah  and  other  branch  banks  operating  in  South  America  report  their 
total  capital,  it  seems  inadvisable  to  have  any  suggestion  of  limited  responsibility 
on  the  part  of  our  banks  with  respect  to  their  foreign  branches.  The  National  City 
Bank  reports  that  many  diffictdties  in  the  establishment  of  branches  in  foreign  fields 
so  fsi  from  headquarters  were  anticipated  and  have  been  realized,  but  that  what  has 
been  accomplished  is  sufficiently  encouraging  to  justify  persistence  in  its  policy. 
The  National  City  Co.,  affiliated  with  the  National  City  Bank,  has  recently  bought 
control  of  the  International  Banking  corporation,  with  head  office  in  New  York  and 
with  a  number  of  branches  in  foreign  countries,  mainly  in  the  Orient. 

While  in  some  respects  the  European  war  has  favored  the  establishment  of  foreign 
branches,  in  other  respects  it  has  hampered  their  progress.  Some  business  has  been 
diverted  thereby  to  the  United  States,  but  on  the  other  hand  the  war  has  so  demoral- 
ized trade  and  disturbed  credits  as  to  multiply  the  hazards  of  banking  for  institutions 
seeking  to  obtain  a  foothold  in  distant  countries.  The  difficulties,  expense,  and  risks 
attendant  upon  the  establishment  of  foreign  branches  in  cities  other  than  the  leading 
European  centers  are  such  as  to  deter  any  but  the  laigest  banks  from  undertaking  this 
desirable  extension  of  our  banking  ^ilities.  The  oiganization  of  special  banks,  as 
has  been  frequently  suggested,  to  transact  business  in  foreign  coimtries,  would  be  in 
accordance  with  the  practice  of  European  countries  having  foreign  trade  to  finance. 
If  the  national  banks  were  permitted  to  hold  stock  in  such  banks  it  would  offer  them 
an  opportunity  to  &cilitate  the  foreign  business  of  their  customers  with  a  minimum  of 
risk  and  would  be  consistent  with  the  policy  of  offering  substantially  equal  advantages 
to  all  national  banks. 

In  New  York  a  State  bank  or  trust  company  is  allowed  considenible  latitude,  under 
certain  restrictions,  in  the  establishment  of  branches  in  the  city  in  which  its  main 
office  is  situated.  Several  institutions  have  availed  themselves  of  this  privilege 
during  the  past  year.  One,  the  Century  Bank  of  New  York,  with  10  branches, 
secured  a  national  charter  and  then  absorbed  the  Chatham  &  Phenix  National  Bank 
of  New  York.  The  business  of  both  banks  and  all  the  branches  is  carried  on  under 
the  name  of  the  Chatham  &  Phenix  Bank  of  the  City  of  New  York.  An  indirect 
way  has  thus  been  found  for  the  establishment  of  branches  by  national  banks  in  their 
own  cities.  This  is  a  desirable  extension  of  their  field  of  usefulness  which  seems  to  give 
every  advantage  to  depositors  with  a  minimum  of  disadvantages  to  borrowers,  and  it  is 
to  be  hoped  that  Congress  will  soon  amend  the  national-bank  act  so  as  to  permit  the 
development,  under  appropriate  restrictions,  to  proceed  directly  and  freely.  At  the 
same  time  the  present  requirement  that  to  each  branch  a  certain  specified  portion  of 
the  capital  must  be  assigned  should  be  removed.  Sound  banking  principles  and 
practice  require  that  the  entire  capital  of  the  bank  should  protect  the  liabilities 
wherever  created. 

CHARAGTBBISnCS  OF  THE  FEDEBAL  RESERVE  BANK  OF  NEW  YORK. 

The  special  characteristics  of  the  Federal  Reserve  Bank  of  New  York  may  be 
summarized  as  follows: 

1.  It  is  primarily  a  city  institution.  On  December  31,  1915,  $7,288,650,  or  65.88 
per  cent,  of  its  paid-in  capital  is  contributed  by  its  34  members  located  in  the  central 
reserve  city  of  New  York  (Boroughs  of  Manhattan  and  Bronx);  the  remaining 
$3,774,500,  or  34.12  per  cent,  of  its  paid-in  capital  is  contributed  by  the  582  other 
members.  Of  its  deposits  $161,794,012,  or  90.18  per  cent,  is  contributed  by  these  city 
members;  the  remaining  $17,610,489,  or  9.82  per  cent,  of  its  deposits  is  contributed 
by  the  582  other  members. 

2.  It  is  located  in  the  settling  center  of  the  country;  therefore,  a  very  large  volume 
of  domestic  exchange  is  likely  to  flow  through  it. 
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3.  It  is  located  in  the  city,  upon  the  banks  of  vhich,  in  commerdal  or  fiiaiidal 
crises,  the  principal  strain  has  always  fallen.  It  must,  therefore,  always  be  prepvad 
to  grant  credit  promptly,  in  large  volume  and  In  such  form  as  it  may  be  required. 

4.  It  is  located  in  the  city  in  which  the  principal  gold  exports  and  imports  nonaih 
are  arranged,  and  must  be  prepared  to  facilitate  its  member  banks  in  soch  tas- 
actions. 

5.  It  is  located  in  the  investment  and  banking  center  of  the  country,  and  thoekn 
in  the  most  favorable  field  for  the  exercise  of  the  open-market  operatioDS  aaUKxiied 
under  section  14  of  the  Act.  During  the  past  year  the  bulk  of  investments  by  iH 
Federal  Reserve  Banks  in  municipal  warrants  and  bankers'  acceptances  have  bea 
made  through  this  bank,  and  it  seems  likely  that  when  conditions  permit  the  vm^ 
ration  of  transactions  in  foreign  exchange  and  foreign  bills  by  the  reserve  banks  i: 
will  be  again  called  upon  to  act  for  them. 

6.  The  exercise  of  these  investment  functions  for  itself  and  other  raserve  bank- 
requires  an  oiganization  of  a  special  nature,  differing  somewhat  horn  that  of  otbs 
reserve  banks. 

ABLATIONS  Wrni  MEMBER  BANKS. 

The  aim  of  this  bank  at  all  times  has  been  to  maintain  frank  and  friendly  relatksi 
with  its  member  banks.  At  every  meeting  of  the  New  York  or  New  Jersey  Bankes 
Associations,  or  of  their  groups,  to  which .  invitations  have  been  received,  one  d 
more  of  the  directors  or  officers  have  been  present  and  discussed  the  development -x 
the  various  functions  of  the  system. 

When  the  establLdmient  of  an  intradistrict  collection  system  was  under  coDSuiit- 
ation,  the  directors  and  officers  invited  representative  member  bankers  from  all  pai^* 
of  the  district  to  confer  with  them  at  the  office  of  the  bank.  The  plan  finally  adq)td 
was  thoroughly  discussed  in  all  its  aspects  and  a  consensus  of  opinion  seemed  '<: 
prevail  that  it  was  a  box  and  reasonable  plan. 

When  the  conditions  under  which  State  banks  should  be  admitted  to  the  Beserf 
System  were  under  consideration  three  conferences  were  held  by  the  director  u^ 
officers  of  the  bank,  one  with  national  bankers,  one  with  State  bankers,  and  os 
with  trust  company  officers,  from  various  parts  of  the  district,  to  ascertain  their  viev- 
upon  the  question  at  issue.  In  every  case  the  policy  has  been  pursued  of  dealii: 
frankly  with  those  present,  in  order  that  they  mi^t  understand  fully  how  the  actkc 
under  consideration  would  affect  them. 

The  officers  have  expressed  themselves  at  all  times  as  desirous  of  establlshiiig  p^ 
sonal  relations  with  officers  of  member  banks  and  have  invited  them  to  call  at  ibf 
bank  when  in  New  York  City.  Yet  a  year  has  gone  by  and  officers  of  probably  c' 
over  15  per  cent  of  the  member  banks  have  done  so.  Many  of  them  still  have  tb' 
feeling  that  the  bank  is  a  branch  of  the  Government.  Their  experience  with  the  Gi^^ 
emment  consists  piincipally  of  the  statutory  and  supervisory  relationship  whirl 
exists  between  them  and  the  comptroller's  office.  The  conception  of  the  relation  <^ 
this  institution  with  them  as  cooperative  makes  headway  slowly.  The  fact  that  \^ 
national  banks  were  practically  compelled  to  join  the  system  natundly  retards  tb^ 
development  of  the  cooperative  idea. '  The  change  of  attitude,  upon  which  the  succ^ 
of  the  system  t^ill  ultimately  depend,  will  probably  come  slowly,  but  there  ^"^ 
already  signs,  as  we  enter  upon  the  second  year  of  the  system,  that  the  banks  t!"- 
getting  more  accustomed  to  it  and  appreciate  the  results  it  has  already  accomplifibet 
It  is  hoped  that  during  the  coming  year,  with  organization  pressure  somewhat  les* 
ened,  more  time  can  be  devoted  by  the  officers  to  developing  personal  relatioDS  vitk 
the  officers  of  member  banks. 

The  present  attitude  of  the  member  banks  toward  the  reserve  bank  may  be  9uc^ 
marized  as  follows: 

I 

The  New  York  City  banks,  upon  which  the  strain  of  all  crises  first  and  chiefi) 
falls,  fully  understand  the  value  and  benefits  of  the  system.    While  legrettiog^ 
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lo6sof  bank  deposits  which  wiU  probably  be  drawn  from  them  (estimated  to  be  as  hi^ 
as  $250,000,000),  they  are  nevertheless  hearty  supporters  of  the  system,  at  all  times 
cooperative  in  their  attitude. 

Many  of  the  banks  in  other  laige  cities  are  unable  to  take  full  advantage  of  the 
lowered  reserve  requirements,  but  in  spite  of  the  loss  of  interest  on  their  reserve 
balance,  most  of  them  understand  what  the  system  in  its  laiger  aspects  means  for 
American  banking  and  generally  give  it  their  support. 

While  the  same  may  be  said  of  many  of  the  country  banks,  yet  it  is  among  the 
country  banks  as  a  class  that  most  of  the  apathy  and  hostility  to  the  Federal  Reserve 
System  which  still  persists  is  found.  Their  opportunities  and  earnings  are  relatively 
small,  and  in  crder  to  live  they  must  figure  closely.  They  feel  the  loss  of  interest 
on  reserve  depcsits;  the  absence,  as  yet,  of  dividends  on  their  capital  contribution; 
and  the  prospective  loss  or  decrease  of  the  exchange  they  generally  charge  on  remitting 
for  checks  drawn  upon  them.  Many  banks  in  industrial  centers  are  precluded  by 
the  activity  of  their  business  from  taking  advantage  of  the  reduction  in  the  required 
reserve.  They  believe  that  they  will,  in  fact,  be  required  to  carry  an  even  lazger 
reserve  than  heretofore  in  order  to  obtain  collection  service  for  notes,  drafts,  and 
nonmember  bank  checks  and  the  various  other  services  now  rendered  by  their  reserve 
agents,  but  not  yet  undertaken  by  the  reserve  banks.  It  is  very  natural  that  they 
should  view  with  reluctance  the  termination  or  diminution  of  long-standing  business 
associations  with  their  reserve  agents.  Few  of  them,  as  yet,  conceive  of  the  reserve 
bank  as  their  active  reserve  agent,  performing  all  the  services  which  go  with  the 
relationship.  The  dormant  accounts  most  of  the  banks  tnaiTifain  yrith  the  reserve 
bank  are,  i)erhaps,  indicative  of  their  attitude  toward  it.  Relatively  few  banks 
of  this  district  are  borrowers;  in  good  times  and  bad  they  have  been  able  when 
necessary  to  borrow  from  their  city  correspondents  on  bonds  or  on  the  indorsement 
of  their  directors,  two  avenues  which  are  now  to  be  closed  to  them.  The  redis- 
counting  privilege  has  been  little  availed  of  and  the  laiger  functions  of  the  Federal 
Reserve  System,  such  as  influencing  domestic  rates  and  international  gold  move- 
ments through  the  development  of  a  discount  market  and  by  dealing  in  foreign  bills, 
appear  remote  from  their  spheres  of  activity.  They  feel  that  the  system  has  few 
ad\^ntages  to  offer  in  return  for  the  cost  it  entails  upon  them. 

All  of  these  points  will  be  felt  with  increasing  acuteness  by  the  country  banker  as 
Ills  reserve  transfers  approach  completion  and  as  reduced  balances  result  in  reduced 
service  from  his  city  correspondent.  His  point  of  view  is  outlined  thus  frankly  in 
order  that  the  difficulties  he  sees  may  be  clearly  recognized  and  steps  taken  gradually 
to  remove  them.  The  development  of  a  more  satisfied  relationship  requires  progress 
on  the  part  of  the  reserve  bank  and  a  willingness  to  cooperate  on  the  part  of  the 
country  banker. 

The  reserve  bank  should  oiganize  a  complete  collection  S3rstem  embracing  the  han- 
dlLng  of  notes,  drafts,  and  items  on  nonmember  banks,  which  eventually  will  bring 
M  the  members  into  daily  active  relations  with  the  bank.  It  must  be  ready  to  act 
tor  member  banks  in  the  purchase,  sale,  and  custody  of  securities;  to  supply  credit 
information  on  names  whose  pajrar  is  offered  by  brokers;  to  give  its  members  infor- 
mation concerning  methods  of  developing  the  new  functions  which  the  Act  author- 
jzea  them  to  exercise;  to  perform  the  services  now  rendered  by  their  reserve  agents; 
iad  generally  to  assist  them  in  every  reasonable  way. 

The  member  banks  should  look  upon  the  reserve  bank  not  as  an  alien  but  as  their 
jv^TL  institution.  They  own  all  its  capital  and  most  of  its  resources,  and  they  control 
Lta  management  through  the  directors  they  elect,  subject  alwa>s  to  the  supervision 
>f  the  Reserve  Board.  At  the  reserve,  bank  they  may  borrow  as  a  standing  right 
i,rL<l  not  as  a  favor  which  may  be  cut  off.  They  no  longer  have  to  buy  or  carry  bonds 
'x>  serve  as  security  for  loans;  the  pax)er  of  their  own  customers,  laige  or  small,  will 
ao^^  serve  as  their  security.    While  panics  in  the  past  may  not  have  affected  them, 
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they  have  been  diaafltrous  to  the  biudnesB  intereBta  of  the  country,  who  tie  thee 
customerB;  and  their  contributions  to  the  reserve  bank  should  be  recognized  tf  t 
form  of  insurance  not  merely  for  themselves  but  for  their  customers  as  well.  If  t^ 
insurance  is  ex})enslve  and  makes  some  changes  in  the  nature  of  their  business,  tbe 
Act  should  be  carefully  studied  with  a  veiw  to  making  the  most  of  the  new  funcdsig 
it  provides.  New  avenues  of  activity  should  be  looked  for.  The  banks  ytfhkih  viL 
get  the  most  out  of  membership  are  those  which  are  the  fiist  to  see  and  develop  tlip 
opportunities  it  provides  and  to  educate  their  customere  to  the  protection  and  fadl> 
ties  they  will  enjoy  through  the  system.  The  occasion  is  a  favorable  one  also  for  i^ 
correction  of  abuses.  Customers  i^ill  do  things  in  the  name  of  the  Federal  Re^em 
SjTstem  which  they  have  never  done  before.  The  experience  of  banks  in  ush^  '^ 
forms  provided  by  the  reserve  bank  to  get  statements  from  their  borrowers  \a  e^^ 
dence  of  this.  The  occasion  should  be  seized  also  to  increase  the  balances  of  dep'jt 
tors  who  carry  unprofitable  accounts.  To  aaeast  member  banks  in  studying  tbe. 
accounts  this  bank  has  had  under  preparation  by  chartered  public  accountasis  i 
reasonably  simple  form  for  analyzing  accounts  which  may  be  obtained  by  b«sb 
desiring  to  use  it. 

It  is  the  duty  of  the  directors  and  officers  to  understand  not  only  the  piobl€i»<£ 
the  reserve  bank  but  those  of  the  member  banks  as  well;  and  it  has  been  thsi: 
endeavor  during  the  past  year  to  give  special  study  to  those  of  the  country  bask^ 
Several  suggestions  for  the  relief  of  the  country  bank  have  come  to  their  notice. 

One  of  these,  which  the  American  Bankers'  Association  at  its  1915  Seattle  codt^s- 
tion  fovored,  was  to  permit  the  3  per  cent  of  reserve  which  the  member  bank  m^y 
cairy  either  in  its  vaults  or  in  the  reserve  bank,  to  be  deposited  with  member  banb 
not  more  than  900  miles  distant  and  count  as  reserve.  This  seems  to  be  contrary  i. 
the  spirit  and  intent  of  the  Act,  which  is  primarily  to  centralize  reserves  in  Fedienl 
Reserve  Banks. 

Another  suggestion  which  seems  more  worthy  of  consideration  is  that  the  percenta^ 
of  reserve  required  for  country  banks  should  be  somewhat  further  reduced.  ^Im 
the  reserve  transfers  are  completed  checks  in  transit  can  qo  longer  count  as  icservi^ 
It  is  clear,  therefore,  that  the  reserve  reduction  contemplated  by  the  Act  will  not  U 
realized  in  practice.  A  further  reduction  in  the  reserve  requirements  would,  in  tli* 
case  of  many  banks,  result  in  a  reserve  less  than  the  amount  their  business  actadlT 
required,  and  would  enable  them  to  carry  the  amount  thus  freed  wherever  it  wook 
best  serve  their  particular  business,  and,  if  they  so  desired,  to  maintain  some  r^ 
tions  with  present  city  correspondents.  It  would  lead  away  from  the  present  rigiditT 
of  bank  reserves  toward  greater  flexibility  and  a  better  underBtandiqg  of  their  mean- 
ing  and  purpose. 

The  formation  of  a  national-bank  section  of  the  American  Banken'  Association  and 
the  cooperative  relationship  which  its  executive  committee  has  established  with 
those  charged  with  the  duty  of  operating  the  Federal  Reserve  System,  suggests  tbe 
desirability  of  the  formation  of  similar  sections  of  State  bankers'  associations.  Owine 
to  its  diverse  membership,  consisting  of  national  banks.  State  banks,  trust  companies, 
savings  banks,  and  private  bankers.  State  bankers'  associations  are  naturally  some- 
what reluctant  to  deal  actively  with  the  problems  and  development  of  the  Fcdenl 
Reserve  System.  Too  large  a  proportion  of  their  membership  is  interested  only  aca- 
demically in  the  system.  A  national-bank  section  of  a  State  bankers'  associatioi: 
could  act  as  an  important  medium  of  communication  between  the  reserve  bank  and 
its  member  banks,  and  would  be  of  constant  value  to  both. 

NATIONAL-BANK  SECTION  OF  THE  AMERICAN  BANKEfis'  ASSOCIATION. 

The  American  Bankers'  Association  at  its  meeting  in  Seattle  on  September  6-10, 
1915,  established  a  national-bank  section.  The  officers  and  executive  committee  d 
this  section  had  their  first  meeting  in  New  York  City  November  20,  some  of  the 
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dons  of  which  the  governor  and  chairman  of  this  bank  had  the  privilege  of  attending 
by  invitation.  The  cooperative  attitude  of  the  organization  toward  the  develop- 
ment of  the  syBtem  was  api>arent  throughout  and  great  eatis&ction  was  expressed  that 
member  banks  now  had  an  oiganization  through  which  they  could  express  their 
leedres  and  views  officially  to  the  Reserve  Board  and  the  reserve  banks,  and  through 
w'liich  the  Reserve  Board  and  reserve  banks  could  communicate  officially  with  the 
oiember  banks.  The  work  of  this  section  if  carried  forward  on  broad  lines  is  likely 
to  play  an  important  part  in  the  development  of  the  reserve  system,  and  it  seems 
desirable  that  the  plan  should  be  followed  in  the  State  bankers'  association  as  well. 

BBLATIONS  WITH  8TATB  BANKS. 

The  attitude  of  the  State  institutions  in  New  York  City  and  other  laige  cities  to 
tlie  reserve  system  is  one  of  friendly  support  and  of  appreciation  of  its  meaning  and 
advantages  to  the  banking  and  business  interests  of  the  country.  They  agree  that 
ultimately,  in  order  to  give  the  system  the  strength  and  influence  it  should  have, 
State  institutbns  should  join  it,  but  they  see  no  immediate  need  of  doing  so  and  are 
inclined  to  wait  and  observe  what  advantages  it  will  develop  for  them.  Some  have 
expressed  the  belief  that,  without  bearing  the  burdens  of  the  system,  they  will, 
nevertheless,  be  able  to  participate  indirectly  in  its  advantages.  The  officers  of  some 
of  the  leading  institutions  have  expressed  a  desire  that  before  considering  joining  the 
system  their  status  as  members  should  be  more  fully  defined  by  law  and  left  less  to 
the  regulation  of  the  Reserve  Board.  The  attitude  of  State  institutions  in  the  country 
districts  appears  to  be  one  of  complete  indifference. 


Ghaftbb  IV. — General  CoNDmoNs. 

INTRODUCnOK. 

In  view  of  the  abnormal  conditions  which  have  prevailed  and  of  the  progress  which 
has  been  made  from  business  depression  to  business  activity  during  the  period  under 
review,  a  description  is  presented  in  some  detail  of  the  main  factors  which  have  con- 
tributed to  the  change,  together  with  a  brief  summary  of  present  industrial  and  bank- 
ing conditions. 

CLEARINO-HOnSB  LOAN  CERTIFICATBS. 

Between  August  3  and  October  15, 1914,  the  New  York  Clearing  House  Association 
issued  to  44  of  its  61  members  3,128  loan  certificates,  aggregating  $124,695,000.  The 
largestamountoutstandingatanyonetime  was  $109,695,000  on  September  25.  The 
first  cancellation  was  on  August  26,  and  the  last  on  November  28,  1914.  The  period 
of  time  from  the  first  issue  to  the  final  cancellation  was  118  days,  compared  with  154 
days  in  the  i>anic  of  1907-8  and  132  days  in  1903.  The  percentage  of  maximum 
amount  of  certificates  outstanding  to  total  deposits  of  clearing-house  members  was 
5.5  as  comi>ared  with  8.28  in  1907-8. 

EMERGENCY  CURRENCT. 

The  National  Cmrency  Association  of  the  city  of  New  York,  formed  under  the 
Aldrich-Vreeland  Act,  approved  129  applications  for  emergency  currency  between 
August  3  and  October  6,  1914,  aggregating  $145,298,960.  The  largest  amount  of 
emergency  currency  in  circulation  at  any  one  time  was  $137,012,260  on  October  21. 
The  maTiTOiiin  amount  of  emergency  currency  which  could  have  been  issued,  xmder 
the  approval  of  the  Secretary  of  the  Treasury,  by  the  New  York  City  association  was 
$302,905,000,  which  is  125  per  cent  of  the  combined  capital  and  surplus  of  the  member 
banks.    The  New  York  City  association  availed  itself  of  47.86  per  cent  of  the  amount 
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which,  under  the  law,  it  was  posaible  to  issue.    Th^  fint  cancellation  was  approved 
October  13, 1914,  amounting  to  $2,000,000,  and  the  last  January  25,  1915. 

National  currency  associations  were  also  formed  in  other  important  cities  in  the 
district. 

THE  NEW  YORK  BTOCK  BZCHAKGE. 

On  Friday  morning,  July  31,  1914,  the  New  York  Stock  Exchange  closed.  It  was 
the  last  large  exchange  of  the  world  to  suspend  trading.  This  action  was  taken  after 
meetings  between  the  governors  of  the  exchange  and  leading  bankers,  to  protect  the 
market  against  demoralization  and  further  selling  of  securities  from  abroad.  The 
very  large  volume  of  loans  on  stock  exchange  collateral  held  by  the  New  York  banks 
for  themselves  and  their  correspondents  became  at  once  completely  illiquid,  and  the 
value  of  the  collateral  could  not  be  ascertained.  Even  the  action  rooms  were  cloeed, 
and  the  prices  at  which  a  small  volume  of  rather  urgent  dealings  in  stocks  and  bonds 
was  carried  on,  were  not  made  public.  Later  a  minimum  price  list  was  established 
and  efforts  made  by  the  stock  exchange  committee  to  control  the  trading,  which 
became  more  active  as  the  situation  eased. 

The  fact  that  there  was  no  market  for  bonds  was  an  added  unsettlement  to  general 
business.  New  financing  had  to  be  postponed,  and  even  some  municipalities  failed 
to  sell  their  bonds. 

On  November  28  the  exchange  was  partially  opened  for  trading  in  bonds  at  fixed 
minimum  prices.  On  December  12  trading  in  stocks  was  resumed  on  a  restricted 
basis,  subject  also  to  minimum  prices.  These  restrictions  were  gradually  relaxed 
and  were  finally  removed  on  April  1,  1915. 

Trading  became  very  active  in  April  and  the  great  speculation  b^;an  in  shares  of 
companies  engaged  in  making  supplies  for  belligerent  nations.  Sales  of  1109,934,000 
bonds  and  20,007,188  shares  of  stocks  made  April  the  most  active  month  on  the  ex- 
change in  the  past  five  years.  A  very  active  and  rising  market  continued  until  the 
sinking  of  the  Liuitania  on  May  7,  when  a  severe  decline  in  prices  set  in  and  the 
volume  of  dealings  decreased  about  50  per  cent.  Activity  was  resumed  in  July, 
when  156,489,500  bonds  and  14,326,813  shares  of  stocks  were  sold.  This  movement 
was  increased  during  August  and  September  to  such  an  extent  that  brokers  found 
difficulty  in  carrying  out  the  routine  work  entailed  by  their  orders.  The  unrestrained 
nature  of  the  speculation  evoked  considerable  public  comment.  A  broader  market 
with  more  general  trading  and  activity  in  railroad  issues  came  in  October,  when 
1104,490,000  bonds  and  26,639,081  shares  of  stock  were  sold.  The  heaviest  dealings 
in  bonds  of  any  month  since  June,  1900,  occurred  in  November  on  transactions 
amounting  to  $124,697,500. 

The  comparative  transactions  in  bonds  and  stocks  for  the  past  five  years  have  been 
as  follows: 

Bonds. 


Year. 

Shares. 

1916 

173,155,644 

45,989,158 

76,134,996 

118,452,676 

127,376,149 

1914 - 

1913 

^ 

1912 

1911 - - 

1955,625,200 
460,472,500 
497,158.600 
645,300,000 
878,933,700 


The  selling  of  American  stocks  and  bonds  held  by  European  investors  has  been 
steady  and  persistent  throughout  the  year,  accelerated  at  times  by  the  very  favorable 
movement  of  exchanges  for  such  sellers.  Mr.  L.  F.  Loree,  president  of  the  Delaware 
&  Hudson  Railway  Co.,  early  in  the  year  undertook  to  obtain  from  the  railroads  of 
the  country  an  estimate  of  the  total  amotmt  of  railroad  securities  held  in  foreign 
countries,  and  published  figures  during  the  early  spring  showing  the  amount  reported 
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aa  of  January  31,  1915.  On  December  24  he  published  a  subsequent  estimate  as  of 
July  31,  showing  $2,223,000,000  par  value,  or  $1,751,000,000  market  value,  a  decrease 
in  iJie  par  value  of  $480,000,000  during  the  six  months.  These  figures  do  not  include 
any  industzial  or  municipal  securities,  of  which  large  amounts  are  held  in  foreign 
countries. 

In  some  of  the  Eurox)ean  countries,  notably  in  Great  Britain,  the  Governments 
have  made  arrangements  with  holders  of  American  securities  to  borrow  them  for  use 
as  collateral  to  loans  to  be  placed  in  the  United  States,  with  authority  to  sell  them 
if  occasion  to  do  so  should  arise. 

FOREIGN  EXCHANGE. 

The  foreign  exchange  market  since  July,  1914,  has  witnessed  trying  conditions, 
unparalleled  fluctuations  and  extraordinary  reUef  measures  in  both  Europe  and  the 
United  State& 

On  July  17, 1914,  demand  sterling  was  quoted  at  4.8690  with  a  downward  tendency, 
caused  by  offeiings  of  grain  and  finance  biUs.  Francs  and  marks  were  quoted  at 
5.16}  and  96^,  respectively.  During  the  following  week  political  unrest  in  Euroi)e 
and  firmer  discounts  abroad  caused  sharp  advances  in  rates. 

Immediately  after  the  outbreak  of  the  European  war  thousands  of  American  tourists 
in  the  waning  countries  found  themselves  without  money  and  unable  to  negotiate 
letters  of  credit.  Demands  for  pajrment  of  loans  and  credits,  sales  of  securities,  and 
remittances  for  tourists  became  so  great  that  the  exchange  markets  were  completely 
demoralized  and  rates  were  not  posted.  Sterling  cables  were  quoted  at  7  on  August  1; 
checks  on  Paris  4.25.  The  Government  and  the  bankers  acted  promptly  by  dispatch- 
ing the  U.  S.  S.  Tennessee  with  $4,500,000  in  gold,  and  a  credit  was  opened  through  the 
Bank  of  France  by  Messrs.  J.  P.  Morgan  &  Co. 

Shipping  and  export  trade  were  greatly  unsettled  by  war  conditions.  Notwith- 
standing the  moratoria  abroad,  the  United  States  faced  the  necessity  of  settling  its 
maturing  foreign  indebtedness,  which  to  England  alone  was  estimated  to  exceed 
1200,000,000 .  Arrangeme^t8  were  made  by  the  Bank  of  England  whereby  remittances 
3f  gold  might  be  made  for  its  accoimt  to  Ottawa. 

Credit  interchanges  were  quickly  established  between  New  York  and  London,  and 
by  August  15  nominal  quotations  for  demand  sterling  declined  to  5.  During  the 
next  two  months  exports  of  grain,  cotton,  and  general  merchandise  became  more  nor- 
nal  and  bills  drawn  against  them  were  freely  negotiated  at  rates  ranging  between 
.92  and  5.08.  Nominal  rates  for  French  and  German  checks  were  5.05  and  97, 
espectively.    The  latter  declined  to  90}  during  the  third  week  in  October. 

In  order  to  cope  with  this  extraordinary  situation  it  was  felt  that  joint  action  on  a 
omprehensive  plan  would  become  necessary.  The  Federal  Reserve  Board,  in  con- 
unction  with  the  Secretary  of  the  Treasury,  therefore  took  the  initiative  in  calling, 
eptember  4,  a  conference  of  representatives  of  the  clearing  houses  of  aU  the  reserve 
ities. 

Letters  signed  by  Messrs.  James  B.  Foigan,  Levi  L.  Rue,  Benjamin  Strong,  jr., 
liomas  P.  Beal,  and  Sol.  Wexler  were  addressed  to  the  Secretary  of  the  Treasury 
ud  the  Federal  Reserve  Board  on  September  4  and  September  19  recommending 
tie  formation  in  New  York  of  a  gold  pool  through  which  the  requirements  of  all  parts 
f  the  United  States  for  foreign  exchange  would  be  fairly  and  impartiaHy  dealt  with. 
"he  plan  was  approved  by  the  Secretary  of  the  Treasury  and  the  Federal  Reserve 
»oard  on  September  21,  and  on  that  date  the  first  meeting  of  the  gold  fund  committee 
as  held  at  the  New  York  Clearing  House.  The  members  were  Albert  H.  Wiggin, 
hairman;  James  B.  Alexander,  Francis  L.  Hine,  Benjamin  Strong,  jr.,  William 
^oodwaird,  and  Frank  A.  Vanderlip.  Banks  and  trust  companies  in  New  York  City 
abscribed  to  the  pool  $45,000,000,  and  subscriptions  amounting  to  $63,929,360  were 
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received  from  banks  and  trust  companies  throughout  the  United  States.  It 
found  unnecessary,  however,  to  call  for  more  than  25  per  cent  of  the  6ubecriptBooe« 
and  owing  to  the  easier  exchange  market  resulting,  to  a  considerable  extent,  from  the 
m&e  existence  of  the  pool,  its  activities  were  quite  limited.  Anoth^  gold  pool 
aggregating  $100,000,000  was  formed  in  September  by  New  York  banks  to  i^ovide 
gold  for  shipment  to  London  to  pay  the  indebtedness  of  New  York  City  matming 
there  before  the  close  of  the  year,  but  Measrs.  J.  P.  Morgan  &  Co.,  the  managoa  of  the 
pool,  found  it  unnecessary  to  call  for  payment  in  gold  of  more  than  about  one-third 
of  the  subscriptions. 

During  October  there  was  an  appreciable  improvement  in  the  general  exchangt 
situation.  The  movement  of  exports  was  improving  and  call  money  rates  in  London 
were  about  1  per  cent.  At  the  invitation  of  the  Secretary  of  the  Treasury,  Sir  Geoi^ 
Paish  and  Basil  P.  Blackett,  Esq.,  arrived  from  England  during  October  and  remained 
about  a  month  discussing  the  situation  with  the  Government  and  bankers,  but  bo 
definite  action  resulted  from  their  visit. 

The  ending  of  the  British  moratorium  on  November  4,  the  improvement  in  cotton 
exports,  and  the  operations  of  the  gold  pool  all  contributed  to  further  ease  in  rates  dar- 
ing the  first  week  in  November.  German  exchange  was  stronger  during  the  seccocl 
week  in  December,  as  a  result  of  remittances  for  securities  sold.  French  checks  at 
this  time  were  quoted  at  5.16,  and  in  the  last  week  of  1914  demand  sterling  declined 
to4.84f 

On  January  9,  1915,  the  return  movement  of  gold  from  Ottawa  commenced.  It 
began  to  be  generally  recognized  that  international  trade  would  run  heavily  in  favor 
of  the  United  States.  The  managers  of  the  gold  pool  met  on  January  22  and  decided 
to  return  to  subscribers  the  balance  of  their  payments. 

During  February  more  cotton  bills  appeared  in  the  market  and  exports  continued 
to  show  a  large  excess  over  imports.  The  movement  of  supplies  to  the  warring  nations 
was  very  heavy.  On  February  11  demand  sterling  declined  to  4.82f ,  the  lowest  figure 
since  October,  1907.  Francs  declined  to  5.22^  and  marks  to  85).  The  next  week 
sterling  receded  still  further  to  4.79,  and  continental  rates  also  followed.  Notwith- 
standing the  low  rates,  gold  was  not  imported  in  any  large  amounts.  A  steady  sale 
of  American  securities  from  abroad  continued. 

In  April  the  advances  in  security  prices  on  the  New  York  Stock  Exchange  and  the 
low  rates  of  international  exchange  induced  increased  foreign  selling  of  securities  in 
this  market.  Exchange  rates  did  not  vary  very  much  until  the  third  week  in  May, 
when  a  new  low  record  of  5.43}  was  established  for  Paris  checks.  At  the  end  of  July 
there  was  a  very  weak  market,  and  during  the  second  week  in  August  sterling  declined 
to  4 .70}  in  spite  of  large  remittances  of  gold  from  London  via  Halifax.  This  weakncfls 
continued  with  gradual  declines  which  became  very  abrupt  toward  the  end  of  August. 
On  September  1  the  record  low  quotation  of  4.50  to  the  pound  was  reached.  From 
this  there  was  a  quick  recovery  on  moderate  transactions  during  the  next  few  days, 
the  rate  being  carried  in  a  firm  market  to  4.72. 

The  Anglo-French  commissioners.  Lord  Reading,  Sir  Edward  H.  Holden,  Bart., 
Sir  Henry  Babington  Smith,  Basil  P.  Blackett,  Esq.,  M.  Ernest  Mallet,  and  M. 
Octave  Homberg,  arrived  on  September  10  to  discuss  with  American  bankers  plans 
to  stabilize  exchange.  Further  large  shipments  of  gold  were  received  from  London 
via  Halifax.  Rates  fluctuated  irregularly.  During  the  next  month  a  firmer  tone 
resulted  from  prospects  of  successful  negotiations  with  the  Anglo-French  commis- 
sioners, but  when  the  imderwriting  of  the  $500,000,000  loan  was  announced  the  mar- 
ket did  not  respond  and  weakness  in  sterling  was  accompanied  by  recessions  in  conti- 
nental exchange.  During  the  third  week  in  October  the  publication  of  figures  of 
heavy  exports  and  large  ofiterings  of  bills  caused  further  weakness.  An  irregular  but 
stronger  market  developed  in  November  and  continued  during  December  with  the 
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exception  of  German  exchange,  'which  reached  the  record  low  quotation  of  75}  on 
December  16.  It  should  be  observed  that  the  effects  of  violent  fluctuations  are  quite 
as  serious  as  abnormal  rates  of  foreign  exchange.  Our  foreign  commerce  can  not  be 
conducted  without  unusual  hazard  of  loss  to  importer  and  exporter  whether  exchange 
on  other  countries  is  quoted  at  prohibitive  premiums  or  prohibitive  discounts.  The 
unusual  hazards  of  commerce  in  time  of  war  are  greatly  magnified  by  violent  fluctu- 
ations in  the  cost  of  settling  accounts  whether  for  goods  imported  or  exported. 

The  efforts  of  bankers  have  therefore  been  continuous  since  the  outbreak  of  the 
war  to  establish  a  more  stable  market  for  exchange,  as  well  as  to  bxing  about  more 
normal  quotations,  whether  the  exchanges  have  been  at  prohibitive  premiums,  as  in 
the  fall  of  1914,  or  at  serious  discounts,  as  during  the  past  few  months.  The  difficult 
ties  have  been  increased  by  the  risks  involved  in  transporting  gold  from  one  country 
to  another,  the  difficulty  of  obtaining  insurance  at  reasonable  rates  against  both 
marine  and  war  hazards,  and  the  lack  at  times  of  neutral  vessels  satisfactory  to  ship- 
pers and  imderwriters.  In  the  period  reviewed  the  range  of  the  leading  quotations, 
chiefly  for  cables,  has  been: 


Sterling. 
Francs.. 


Roubles. 

Lire 

Onilden. 


Date. 


Sept.   1,191B 
do 


Deo.  16,1916 
Nov.  9,1915 
Sept.  1,1915 
do 


Low. 


Rate. 


4.50 
6.03 

.751 
32.00 
6.55 

.381^ 


Di»- 

coant. 


Percent. 

7.5 

16.3 

ao.3 

37.8 

26.4 

4.2 


nigh. 


Date. 


Aug.  1-8,1914 

■  •  •  •  • \mW  •■•«•  •  •  m 

■  •  •  •  •Imw*  ••••••■ 

■  •  ■  •  ■  %JI W ••••«  •■  m 
m  m  m  m  •UO«  ••«•«•« 

Dec.  30,1915 


Rate. 


7.00 
4.25 
1.01 

.52} 
4.00 

.43i 


Pre- 
mium. 


Percent. 

43.8 

18.0 

6.0 

2.0 

22.8 

8.2 
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"Ota  tollowing  chart  ahows  the  hi^  and  low  pouts  of  eterlmg  exchange,  by  n 
during  1914  and  1915: 


slllliilSigOHsliilliHSiOliihli 


NK3H 
LOW 


THE   GOLD   UOVBMBNT. 

The  total  ioiports  of  gold  into  the  United  States  for  the  11  montha  ending  Hovemha, 
1915,  aggregated  ^3,531,913,  aa  compared  with  $53,279,000  in  the  same  period  lut 
year.  Uost  of  this  came  from  Canada,  representing  the  return  of  gold  that  waa  shipped 
in  the  fell  of  1914  from  New  York  to  Ottawa  on  account  of  the  Bank  of  England,  and 
the  large  ahipmente  aent  from  London  via  Halifax.  The  fadlitiea  at  the  aany  ofGce 
were  hardly  aufficient  at  times  to  handle  the  great  quantity  of  gold  imported  and 
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some  ahipmeols  were  delayed  in  C&n&da  until  room  could  be  made  at  the  aaeay  office 
for  further  receipts.    A  large  part  of  the  later  Hhipmenls  have  consisted  of  foreign  coId  . 
Exports  of  gold  from  the  United  States  for  the  flrat  nine  months  of  1915  amounted 
[o  $19,536,133,  against  9222,485,000  in  the  correeponding  months  last  year. 
The  following  chart  shows  the  net  gold  movements  during  1913, 1914,  and  1916. 
BfdaneeofgoldmavemenHinmillionao/dollart). 
1913  191-t  1915 

.  3Ex«t3?«S<iseSSs«i333>oiS4Sl5i3?«8iSlS 


mpOSTS  AND  XXP0BT8. 

Compared  with  the  exports  of  1913  those  of  1914  were  showing  a  steady  decrMse 
chmonthuntilaftertheoutbrealcof  thewar.  From  Septemberon,  a  steady  recovery 
the  volume  of  exports  took  place,  due  principally  to  tiie  great  shipments  of  supplies 
the  waning  nations  which  have  continued  ever  since  in  increasing  volume,  notwith- 
anding  an  increase  in  ocean  freight  rates  varying  from  25  per  cent  to  250  per  cent 
^cording  to  the  destination.  The  lack  of  adequate  shipping  elevators  and  Iighl«rage 
'  handle  the  enormous  quantity  of  exports  has  caused  much  congestion.  During 
20067"— 18^13 
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December,  1915,  approiiniBtely  45,000  ciu'loadB  were  held  is  warehouses  utdini^ 
cars  in  and  near  New  York  awaiting  shipment.  The  lailioada  have  felt  obliged  to 
declare  embargoes  in  some  cases  on  all  outward  traffic,  in  others  only  on  caluucon- 
moditiee,  until  the  congestion  can  be  relieved  by  ocean  shipments.  Bendeelbterai 
increase  in  exports  to  England,  Prance,  Kusaia,  and  It^y,  shipmeota  (o  Svaku, 
Norway,  Demnark,  and  Holland  have  greatly  increased,  but  compared  wiUi  the  M 
nine  months  of  1913  exports  for  the  same  period  of  this  year  to  other  counthM  ^ 
decreases  as  follows: 

Canada,  $72,630,984;  Mexico,  $9,028,297;  South  America,  $6,710,180. 

The  following  table  lists  the  clasees  of  goods  exported  in  which  the  largest  penn'^ 
ages  of  increase  are  shown  and  the  export  of  which  may  be  considered  as  due  pmuvilr 
to  demands  arising  out  of  the  war: 

Nint  month)  ending  with  September. 


ArtlclauidclanaB. 
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From  February  to  August,  1914,  imports  had  shown  large  increases  over  ibmBi 
period  of  1913.  But  in  every  month  except  one  from  August,  1914,  to  Augufl.  ISl'i 
there  was  a  decrease  of  imports  when  compared  with  the  same  month  a  year  eirii" 
Total  imports  for  the  first  nine  months  of  the  past  three  years  have  been  as  falk''f 
1913,  11,327,385,071;  19U,  $1,410,071,874;  1915,  $1,302,281,591. 

The  following  table  lists  the  classes  of  goods  imported  which  show  the  largest  incm»* 
or  decreases: 

Nine  nionOii  ending  tvith  September. 


Wool  manuCacturu. . . 


UeBt  and  inirj  ptoducti 

Cotton  mantiCactuies 

Iron  and  ateel  nunufKtures . . 
Antamls,  chiefly  cattle 


Cbemica];, drun,  tie... 
Wool, raw 

In3l»  nihW  and  subsli 


Fetac-.' 

191S 

IBM 

Old- 

»13,W0,000 

t»,«xi.ooa 

« 
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M 
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The  balADce  of  trade  in  favor  of  the  United  Btates  for  the  Rnt  nine  montba  of  the 
put  thiee  years  hu  been  as  follows:  In  1913,  $406,037,087;  1914,^7,330,116;  1915, 
11,227,293,504. 

Id  considering  thia  balance  there  should  berememba«d  the  large  amount  of  money 
that  in  normal  times  would  be  spent  abroad  by  American  tourisls. 

The  following  chart  ahoWB  the  balance  of  trade  for  the  yeais  1913, 1914,  and  theflist 
nine  months  of  1915. 

BfUanee  o/trade  (in  milliom  o/dollan). 

I9t3  1914  1915 


MONET  RATES  tN  NEW  YORK  cm. 

In  the  last  week  of  July,  1914,  before  the  European  war,  money  retee  in  New  York 
tmged  ae  follows:  Call,  1]  to  3  per  cent;  time  loans  on  collateral,  60  days  to  4  months, 
2  to  3}  per  cent;  prime  commercial  paper,  4}  per  cent.    Immediately  following  the 
utbreak  of  war,  caU  and  time  loans  ranged  from  6  to  8  per  cent  and  commercial  paper 
^  to6i  per  cent.    By  the  third  week  of  August  the  ruling  rat«  tor  call  and  time  money 
ms  8  per  cent  and  commercial  pa[ 
eBB  demand  for  money  and  slight 
ember  brought  the  range  of  rates  i 
ai^in  volume  at  7  per  cent 

Early  in  October  there  was  an  imj 
^Id  freely  at  S)  per  cent.  By  the 
ab0  7  per  cent  aad  in  the  latter  pai 
fir  cent;  commercial  paper,  (i  (o  7} 


190 


ANNUAL  REPOBT  OF   THE  FEDERAL  RESERVE  BOABD. 


In  November  the  prospect  of  the  opening  of  the  Federal  Reserve  Btnks  tnd  the 
consequent  release  of  reserves  brought  further  ease  in  rates.  The  Comptroller  of  the 
Currency  made  public  a  list  of  banks  that  were  charging  only  6  per  cent.  Time  mm 
was  quoted  5^  to  6  per  cent,  commercial  paper,  6  to  7  per  cent.  During  the  Beoood 
week  bankers  in  New  York  were  reported  to  be  seeking  loans  and  the  caU  latewent 
as  low  as  4}  per  cent,  ranging  from  that  to  6  per  cent.  Time  money  dedised  to  H 
per  cent  while  the  best  commercial  paper  found  buyers  at '5}  per  cent 

Light  trade  demands  and  absence  of  speculation  caused  a  steady  downward  tiski 
of  money  rates.  Up  to  December  19,  New  York  City  banks  had  retired  |128,5SI»I6 
out  of  a  total  of  $144,000,000  emergency  currency  iasued  to  them.  Call  money  lai^. 
from  2}  per  cent  to  4  per  cent,  time  loans  on  collateral,  3}  to  4  per  cent,  and  conunera 
paper,  4^  to  5  per  cent. 

Notwithstanding  the  great  activity  in  the  stock  market  which  has  prevailed  die: 
the  last  nine  months  of  the  year  call  money  has  ruled  throughout  the  year  at  to 
to  2  per  cent,  and  time  loans  on  collateral,  2}  per  cent  to  3^  per  cent.    Commer^ 
paper,  which  in  January  ruled  from  4  per  cent  to  5  per  cent  soon  broke  below  4  [c 
cent,  with  a  substantial  volume  of  sales  of  the  best  names  at  2|  per  cent  to  2{  per  cei 

Prime  bankers'  acceptances  in  January  ruled  from  2|  per  cent  to  2{  per  cent  ^ 
declined  gradually  throughout  the  year,  at  the  close  of  which  they  ruled  from  2  ps 
cent  to  2}  per  cent. 

The  chart  on  the  following  page  shows  the  course  by  months  of  the  Kev  \^ 
rates  for  call  money,  time  loans,  and  commercial  paper. 

LOANS  TO  FOREIGN  COUNTRIES. 

One  of  the  most  important  developments  of  the  year  has  been  the  extension  of  creds 
in  very  large  amounts  to  foreign  Governments  and  to  bankers  and  merchants  in  fortk 
countries.  Most  of  these  loans  have  been  to  enable  the  borrowers  to  pay  for  gocki' 
purchased  in  the  United  States,  thereby  steadying  the  exchanges  and  enabling  tb® 
to  continue  both  their  ordinary  and  their  extraordinary  purchases. 

The  most  important  loan  was,  of  course,  the  Anglo-French  loan  of  1500,000,000  wbii 
was  distributed  by  a  large  syndicate  of  bankers  formed  by  Messrs.  J.  P.  Morgan  3;  i- 
It  matures  in  1920,  bears  interest  at  5  x>er  cent,  and  was  taken  by  the  iind^wrlieisii^ 
96i  and  offered  to  the  public  at  98.  It  is  the  only  one  of  the  foreign  loans  that  has  be« 
listed  on  the  New  York  Stock  Exchange  and  is  actively  dealt  in.  The  other  Va^ 
were  arranged  by  banks,  private  bankers,  and  syndicates,  and  most  of  them  ha^'e  i^^ 
been  offered  generally  to  the  public. 

While  a  large  volume  of  unreported  credits  to  foreign  borrowers  has  been  exteod^ 
by  banks  in  the  course  of  financing  exports,  the  loans  and  credits  to  foreign  Goven^ 
ments,  municipalities,  and  banks  publicly  announced  to  have  been  arranged  in  tb 
United  States  since  the  European  war  began  are  approximately  as  follows: 


Anglo-French  loan $500,000,000 

British  banks 60,000,000 

Italy 25,000,000 

Russia 25,000,000 

Russian  banks 67, 000, 000 

France 75,000,000 

Germany 10,000,000 

Greece 7,000,000 

Sweeden 5, 000, 000 

Norway 3,000,000 


Switzerland $15,OOO,0d 

Canada 45, 000,  J^ 

Canadian  municipalities 105, 000.  *>l 

Argentina 40,OOe,ji 

Bolivia l,O0aH 

Panama 3,000.'?l 

Chile 6,5O0,>i 


Total. 


982,  SIW'^ 
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THE  1915  GROPB. 


The  1915  harvest  in  the  United  States  surpassed  any  before  recorded  in  bo&  tdI- 
iime  and  value.  The  value  of  the  principal  farm  crops  estimated  by  the  Depaitooit 
of  Agriculture'on  the  basis  of  December  1  prices  was  $5,568,773,000.  T^  oompivs 
with  14,974,527,000  last  year,  $4,966,497,000  in  1913,  and  $4,757,478,000  in  1911 
Because  of  the  advance  in  grain  prices  as  the  war  in  Europe  progresBsd,  yeryki^ 
aieas  of  grain  were  planted,  the  acreage  of  the  principal  croxM  this  year  a^regatiiie 
486,570  square  miles.  The  com  crop  was  the  second  laigest  ever  grown  and  ^ 
number  of  acres  planted  has  been  exceeded  only  once  before  in  this  country.  Tts 
value  of  the  com  crop  surpassed  the  previous  most  valuable  crop  ever  groim  It 
over  $30,000,000.  The  wheat  crop  for  the  first  time  was  over  a  billion  bushek  5^ 
records  were  made  in  production  by  wheat,  oats,  barley,  rye,  sweet  potatoee^K 
and  hay.  All  the  principal  crops  except  barley  and  tobacco  established  recon^i 
being  the  most  valuable  ever  grown  in  this  country. 

[OOOomltted.1 


All  wheat. 

Oats 

Barley 

Rye 

Buckwheat . 
Flaxseed... 

Rice 

Potatoes... 
Ha 


Acreage. 


1915 


Com 108,321 

59.898 

40,780 

7,395 

2,856 

806 

1,367 

803 

3,761 

50,872 

Tobacco 1 ,  368 

Cotton 30,957 


baoco. 


1914 


103,435 

53,541 

38,442 

7,565 

2,541 

792 

1,645 

694 

3,711 

49,145 

1,224 

36,832 


Total. 


Total  bushels. 


1915 


3,054,535 

1,011,506 

1,540,862 

237,000 

49,190 

15,769 

13,845 

28,947 

359,103 

185,225 

'1,060,587 

« 11, 161 


1014 


2,672,804 

891,017 

1,141,060 

194,953 

42,779 

16,881 

13,749 

23,649 

409,921 

170,071 

<  1,034, 679 

*  16, 135 


FaniiTBlaeD«.l 


1916 


$1,755,850 

030,302 

655,560 

122.409 

41,395 

12,406 

24,080 

28,212 

221.104 

012,320 

06,041 

602,303 


m4 


21- 


5,300,063 


4,»La 


iTons. 


'Pounds. 


'Bales. 


IMICIORATION  AND  EMIGRATION. 

The  effect  of  the  war  on  immigration  and  emigration  has  been  very  marked.  Boi 
arrivals  and  departures  have  decreased  notably  and  the  effect  of  the  now  alis^^ 
balanced  movement  can  not  fall  to  be  felt  in  the  domestic  labor  market  if  the  pres^* 
industrial  activity  continues.  For  the  first  nine  months  tiie  net  immigratioo  bit 
been:  In  1913,  863,784;  in  1914,  384,169;  in  1915,  64,'485. 

The  following  chart  shows  the  net  movement  by  months  during  these  years. 
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FORSIQK   BANKINn   CONDITIONa. 

The  outbre«k  of  the  war  precipitated  grave  responsibilities  upon  the  great  central 
banks,  as  well  as  the  private  banks,  of  the  principal  belligerent  nations.  Various 
measures  were  undert^en  to  meet  the  criais  which  at  once  developed,  both  in  credit 
and  in  ciirrency. 

In  England  the  Government  declared  various  moratoria  extending  the  date  of  pay- 
ment of  maturing  bills.  The  Bank  of  England  was  indemnified  against  loea  in  the 
purchase  of  bills  and  under  this  guaranty  it  made  a  practically  unlimited  offer  to  take 
bills  which  had  become  unliqiiid  by  reason  of  war  conditions.  The  Government 
authorized  the  issue,  through  the  Bank  of  England,  of  £1  and  lO-shilling  notes  of  the 
Government  to  relieve  the  currency  stringency  and  take  the  place  of  sovereigns  and 
half  sovereigns  which  disappeared  from  circnlation.  The  effect  of  theae  measures 
was  instantly  felt.  By  having  a  vast  volume  of  their  securities  made  liquid  English 
banking  firms  and  institutions  were  enabled  to  conduct  their  customary  biiaineae. 
The  Bank  of  England  largely  increased  its  deposit  liabilities  and  its  investments  in 
hills,  and  a  reduction  in  both  the  bankrateand  the  rates  tor  bills  in  the  open  market 
quickly  followed. 
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In  France  the  note  issues  of  the  Bank  of  France  ftie  limited  in  amount  by  Ut 
Increases  in  the  limit  of  the  note  issue  were  authorized,  enabling  the  bank  to  vn^ 
laige  advances  to  the  Goveniment  and  to  provide  notes  for  current  ciiculadon  To 
some  extent  these  notes  were  deposited  with  various  organizations,  notably  the  Cbi]> 
ber  of  Commerce  of  Bordeaux,  which  issued  notes  of  smaller  denominatbostockir 
late  in  place  of  gold  coins,  which  promptly  disappeared  from  circuktLon.  Th« 
measures  were  subsequently  followed  by  appeals  to  the  people  to  depodt  Urn  pi 
with  the  Bank  of  France,  which  ultimately  brought  the  gold  holdings  of  the  Unkt: 
an  amount  in  excess  of  11,000,000,000. 

In  Germany  more  extensive  measures  were  taken  to  meet  the  situation  tbknk 
either  England  or  France.  Immediate  provision  was  made  to  enlarge  the  note  ise 
of  the  Reichsbank  and  local  credit  banks  were  organized  at  which  solvent  hom^^ 
could  obtain  credit  upon  both  securities  and  commodities.  The  Beichsbank^ 
authorized  to  receive  and  hold  notes  issued  by  certain  of  these  banks  on  a  parity  t:i 
its  gold  reserves.  Such  notes  were  also  issued  in  small  denominations  for  pmpoe& . 
circulation.  These  efforts  to  maintain  the  gold  reserve  of  the  nation  were  m^i- 
mented  by  an  embargo  on  the  export  of  gold  and  by  appeals  to  the  people  to  eonescR 
their  gold  to  the  Reichsbank,  thereby  laigely  increasirig  its  holdings. 

While  all  these  measures  have  many  characteristics  in  conmion,  provision  h\^ 
been  made  in  both  England  and  France  for  the  extension  of  date  of  payment  of  del^ 
and  in  all  three  countries  for  a  wide  extension  of  the  power  of  note  issue  by  the  cesx^ 
banks,  the  means  employed  in  each  case  were  somewhat  different.  The  effect  i 
these  operations  are  clearly  reflected  in  the  attached  tables  showing  the  changeevku 
have  taken  place  in  the  statements  of  the  three  central  banks  of  these  countriea.  ^ 
issue  of  Government  notes  in  England  to  supplement  the  note  issues  of  the  Baid^^ 
England  was  accompanied  by  an  accumulation  of  gold  reserve  for  their  redempti' 
the  difference  between  the  gold  reserve  and  the  face  of  the  notes  being  covered  1; 
Government  securities  and  balances  at  the  Bank  of  England. 

The  striking  similarity  in  the  demands  made  upon  the  credit  systems  of  all  the  W 
ligerent  nations  is  equally  reflected  in  these  statements.  The  ability  to  codtcT 
unliquid  assets  through  the  agency  of  a  central  bank  and  to  furnish  the  people  ^i* 
convenient  and  acceptable  circulating  note  for  their  daily  transactions  imdoubtt^j! 
saved  these  nations  and  their  citizens  from  enormous  losses  that  otherwise  would  b' 
been  sustained  by  reason  of  credit  contraction  and  trade  stagnation. 

The  following  tables  show  the  principal  assets  and  liabilities  of  the  three  Goveinioti^ 
banks  at  intervals  during  the  period: 

BANK  OF  ENGLAND. 
[000,000  omitted.] 


Date. 


July  30. 
Oct.  8.. 
Nov.  19. 
Dec.  31. 


1914. 


Feb. 18. 
Apr.  22.. 
May  27.. 
June  24. , 
July  29.. 
Aug.  28.. 
Sept.  30. 
Oct.  28.. 
Nov.  26. 


1915. 


Bullion. 

Reserve. 

Govern- 
ment se- 
curities. 

Other  se- 
curities. 

Circula- 
tion. 

£. 

£. 

£. 

£. 

£. 

38 

32 

11 

47 

30 

S7 

40 

28 

114 

35 

73 

56 

19 

107 

36 

69 

52 

15 

106 

36 

66 

50 

25 

102 

34 

66 

40 

48 

144 

34 

62 

47 

51 

139 

30 

63 

39 

51 

136 

33 

61 

46 

53 

191 

34 

67 

54 

46 

142 

32 

62 

48 

37 

132 

33 

56 

42 

19 

97 

33 

52 

38 

19 

98 

33 

Deposits.   ^^^ 


£. 


67 
164 
164 
155 


158 
214 
220 
208 
273 
224 
192 
140 
145 


PffCf^\ 


*s 


1-: 

Si 

2*: 


Note.— On  Dec.  8,  1915,  there  were  outstanding  in  addition  £94,291,700  currency  notes  of  £t  t^'^ 
shilling  denominations,  a^lnst  which  a  gold  reserve  of  823,500,000,  or  30.?  per  cent,  is  carried,  tbele)^ 
'  'he  issue \iaing  covered  by  Government  securities  and  a  balance  at  the  Bank  of  EngkuuL 
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BANK  OP  FRANCE. 
[000/XX)  omitted.] 


Pate. 


Ck>ld. 


Sflver. 


Biaooants. 


Advances. 


Deposits. 


Clrciilatlan. 


1914 
July  30. 

1915 

Feb.  18. 

Apr.22. 

Maya? 

June  34 

29 

a. 26 
.30 

Oct.  28 

NOT.25 


Fmnu. 
4,141 


4,337 
4,191 
8,913 
3,927 
4,129 
4,266 
4,560 
4,729 
4,835 


^rvncf. 
660 


876 
876 
875 
871 
867 
856 
854 
853 
862 


3,448 


3,386 
3,700 
3,700 
3,868 
2,426 
2,380 
3,388 
3,338 
3,193 


787 


830 
660 
644 


610 
560 
579 
561 
563 


1,330 


3,822 
3,350 
2,301 
3,354 
3,600 
3,642 
2.860 
3,684 
3,666 


6,688 


10,831 
11,641 
11,830 
13,106 
13,503 
13,940 
13,457 
13,867 
14,378 


IMPERIAL  BANK  OF  GERICANY. 

[000,000  omitted.] 


Data. 


Ckdd. 


Loans 
anddis- 
ooimtB. 


Clnsala- 
tion. 


1914. 

Jnly35 

Aug.  22 

Dec.  4 

1015. 

Feb.  10 

Apr.  30 

June  2 

July  17 

Oct.  23 


Marht, 

1,356 
1,629 
1,901 


3,166 
3,366 
3,377 
3,300 
3,430 


Jforfa. 

801 

4,616 

3,968 


8,379 
8,807 
4,163 
4,482 
3,024 


MdrlCi. 
1,890 
3,990 
4,206 


5,046 
6,311 
5,818 
6,311 
5,675 


INDUSTRIAL  AND  COMMBBCIAL  CONDITIONS. 

The  latter  half  of  1914  was  marked  by  general  industrial  unsettlement  and  depi 
non.  Securities  and  many  commodities  were  undergoing  liquidation,  interest  rates 
were  high,  credit  in  demand,  and  both  unemployment  and  individual  and  corporate 
retrenchment  were  general.  The  year  1915  has  brought  a  reversal  of  these  conditions, 
probably  unequaled  in  its  swiftness,  intensity,  and  magnitude.  The  recovery  had 
its  inception  in  easy  money,  growing  export  trade,  reestablishment  of  the  interna- 
tional exchanges,  and  the  return  of  confidence.  In  the  autumn  of  1914  large  foreign 
orders  began  to  be  placed  in  the  United  States  for  munitions  and  other  raw  and  manu- 
factured goods  necessary  for  the  prosecution  of  the  European  war  and  the  main- 
tenance of  civil  populations.  These  orders  created  centers  of  industrial  and  trade 
activity  and  purchasing  power,  to  which  unemployed  labor  gravitated.  In  other 
sections  the  purchasing  power  was  maintained  or  increased  by  the  sale  of  large  crops 
at  very  high  prices.  From  these  centers,  gradually  widening  in  area  and  influence 
throughout  the  spring  and  summer,  has  developed  the  present  general  commercial 
and  industrial  activity. 

The  balance  of  trade,  which  had  been  running  against  the  United  States  for  several 
months  preceding  the  war,  soon  began  to  turn  in  its  favor  through  heavy  shipments 
of  grain  and  other  commodities.  By  January,  1915,  the  shipment  of  grain,  cotton, 
copper,  live  stock,  meat,  and  other  raw  and  manufactured  articles  had  reached  a 
sufficient  volume  to  turn  the  gold  movement  also  in  favor  of  this  country.  The 
increased  traffic  of  the  railways  and  the  tremendous  demand  on  the  iron  and  steel 
industry  for  the  manufacture  of  munitions  caused  these  two  fundamental  industries 
to  resume  normal  purchases.     The  general  retrenchment  practiced  during  the  first 
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bIx  monthB  of  the  war  was  relaxed  as  the  effects  were  felt  of  better  empbymeni  d 
labor,  increasixig  commercial  and  industrial  profits,  and  the  great  crops  of  1915,  las- 
keted  at  prices  well  above  the  normal.  Even  in  the  South  the  intense  depreaKna' 
the  winter  of  1914-15  was  lifted  by  the  sale  of  the  1915  cotton  crop,  althoogh  of  reduced 
volume,  at  prices  better  than  anticipated. 

Improvement  began  to  manifest  itself  in  nearly  all  lines  of  industry  aboat  thebegb 
ning  of  the  year  1915.  By  that  time  a  favorable  balance  of  trade  had  been  establi^ 
railroad  earnings  had  begun  to  improve  and  iron  and  steel  to  moveingrester^i 
ume;  bank  clearings  throughout  the  country  wero  increasing  slightly;  unemployiitt; 
in  New  York  State  and  the  number  of  commercial  failures  throughout  the  coimtzyliad 
reached  their  highest  points. 

But  while  the  improvement  began  during  the  first  half  of  the  year,  bndneaB  ^li 
attain  its  present  momentum  till  toward  the  end  of  the  summer.  InquiiieB  lecs^. 
made  of  leading  merchants  and  manufacturers  throughout  the  country  indicate  «< 
generally  that  their  volume  has  been  much  greater  during  the  last  than  dniiif^ 
first  six  months  of  the  year,  in  many  cases  comparing  favorably  with  other  perioi:^ 
industrial  activity.  Wages  have  been  substantially  increased  in  indusbies  agas^. 
directly  or  indirectly  under  the  stress  of  purchases  by  the  belligerent  nations.  ^ 
in  neighboring  industries  wage  increases  have  not  yet  become  general,  althoogfatbs! 
are  signs  that  demands  for  higher  wages  are  likely  to  spread.  The  reduction  of  isst 
gration  to  the  lowest  point  in  many  years  should  have  a  tendency  at  least  to  pif^ 
unemployment.  The  savings  banks  in  many  parts  of  the  North  Atlantic  StateBi^ 
substantial  gains,  especially  during  the  autumn  months.  Earnings  of  public  9^^- 
corporations  as  a  whole  have  shown  increased  gross  earnings  during  the  last  ]a^d'J- 
year.  The  general  retail  trade  of  the  autumn  has  been  unprecedented  in  vohis^ 
The  rise  in  price  of  many  raw  materials,  coupled  with  the  rise  in  wages  in  cef^ 
industries,  has  increased  prices  to  the  consiuner  and,  in  some  cases,  has  had  theeSa' 
of  reducing  profits.  The  favorable  market  for  securities  has  given  railrovis  a^ 
industrial  enterprises  a  better  opportunity  to  finance  improvements  than  htf  F 
vailed  for  many  years.  Except  in  certain  lines,  principally  thoee  adversely  iSka^'' 
by  European  conditions,  the  business  of  the  country  may  be  said  to  be  worku?' 
cai»city  nearly  everywhere,  with  many  industries  handling  a  volume  nevff  beb^ 
equaled. 

Appended  to  this  paragraph  are  the  following  charts,  showing  figures  for  1913,  ^-^ 
and  1915,  and  indicating  clearly  the  course  of  the  present  industrial  revival: 

Total  bank  clearings. 

Changes  in  gross  railroad  earnings  from  previous  year. 

Iron  production. 

Number  of  commercial  failures. 

Unfilled  tonnage,  United  States  Steel  Corporation. 

Percentage  of  employment  in  New  York  State. 

Idle  car  figures. 
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The  nuMt  important  baukiDg  and  fln&ncul  developmenla  of  the  period  under  review 

1.  Redaction  oT  i:«quiied  bnnk  reeervea  and  steady  increase  of  Burplua  reserveB, 

2.  Great  expansion  of  bank  depoeite  and  loaiu. 

3.  Large  impralatioiia  of  gold. 

4.  Laige  loans  to  foreign  countries. 

5.  Heav;  purchases  of  Americait  securitiefl  from  foreign  countries. 

The  Comptroller  of  the  Currency  in  September,  1914,  published  a  calculation  that 
he  total  National  Bank  Reaerves  released  by  the  act  on  November  16,  19U,  would 
ggregUe  $165,000,000.  During  1915  several  States  reduced  the  reserves  required  of 
heir  State  institutions  to  correspond  with  the  percentages  required  under  the  Federal 
t«eerve  Act  even  though  they  should  not  join  the  system  and  secure  its  reserve  advBn- 
igee.  The  Comptroller  reports  the  amount  of  excess  reeervee  held  by  the  national 
anks  of  the  country  on  September  2, 1915,  at  $869,000,000. 

The  net  depcdta  of  all  national  banks  rose  from  1^7,157,000,000  on  October  31, 1914, 
)  18,323,000,000  on  September  2,  1915,  an  increase  of  $1,166,000,000,  or  16  pet  cent, 
he  net  deposits  of  national  banks  in  New  York  City  during  the  some  period  increased 
130,000,000.  or  43  per  cent.  Nearly  half  of  the  increase  was  in  the  New  York  City 
itional  banks,  which  were  called  oa  primarily  to  finance  the  country's  heavy  export 

The  great  expansion  in  New  York  is  better  shown  by  the  figutee  month  by  month 
:  the  New  York  clearing-house  banks  since  the  day  before  the  Federal  Reeerve  Sya- 
im  opened,  indicating  an  increase  in  deposits  of  78  per  cent  in  13}  months. 

ALL  NEW  YORK  CLEARING-HOUSE  BANES. 
[000,000  omlttvi].] 
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The  following  chart  shows  the  increase  in  loans  and  deposits  of  New  York  clearing- 
lOuse  banks  by  years  since  1903.  The  increase  in  1911  is  caused  by  trust  companios 
oining  tbe  clearing  houM.  An  expamdon  has  occurred  in  one  year  which  normally 
rould  have  been  spread  over  nearly  a  decade. 
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the  conditiona  suddenly  forced  upon  them  at  the  outbreak  of  the  war,  now  that  it 
can  be  seen  in  some  perspective,  should  be  studied  during  the  coming  year  by  the 
officers  and  directors  of  Federal  Reserve  Banks.  A  clear  understanding  should  be 
obtained  of  the  methods  by  which  demoialization  of  credit  was  effectually  met  by 
the  European  countries  and  of  the  methods  which,  under  conditions  peculiar  to  the 
United  States,  would  be  likely  to  prove  effective  in  maintaining  its  credit  machinery 
m  any  strain  which  might  grow  out  of  the  European  war  or  other  international  com- 
plications.  The  lessons  are  now  both  clear  and  fresh;  we  should  not  foil  to  learn 
them  and  understand  their  application  to  our  own  conditions. 

This  report  would  not  be  complete  without  suitable  recognition  and  acknowledg- 
ment of  the  work  of  both  the  temporary  and  permanent  staffsof  the  bank.  Those  who 
were  temporarily  employed  performed  their  duties  in  the  spirit  of  public  service 
The  members  of  the  permanent  staff,  likewise,  from  the  outset  have  worked  without 
regard  to  office  hours  and  through  the  energy  and  devotion  with  which  they  have 
undertaken  the  tasks  assigned  them  the  functions  of  the  bank  been  developed  upon 
a  sound  and  permanent  basis. 

Appendix  1.— By-Laws  of  the  Federal  Reserve  Bank  of  New  York. 

Article  I. — Directors. 

Section  1.  Quorum.-jA  majority  of  the  directors  shaU  constitute  a  quorum  for  the 

^"^^.^''^-fn^'I^T;,^"*  ^"^  ^^^  *"  '^'''''^  "^""y  »^i«™^  ^"^^  ti^e  to  time  until 
a  quorum  is  in  attendance.  '  ****i*x* 

Sec.  2.  Va^ncies.---AM  soon  as  practicable  after  the  occurrence  of  any  vacancv  in 
the  membership  of  the  board  the  chairman  of  the  board  shaU  take  such  stens  m  mav 
be  necessary  to  cause  such  vacancy  to  be  filled  in  the  manner  provided  bv^aw 

Sec.3.  ^^^^^''-i^^f'^^Jfy 7^1915.)    ThereshaUbearegularmeekgofthe 

board  every  Wedn^ay  at  9.45  o'clock  a.  m.,  or,  if  thatday  be  afoliday,  on  sifch  dav 

as  the  board  mav  detemmie  at  a  preceding  meeting  (unless  otherwise  ordered  by  a 

majority  of  the  board).    The  chairman  of  the  board  may  call  a  special  meetin/at 

any  time  and  shall  do  so  unon  the  written  request  of  any  three  directors  or  of  the 

grovemor.    Notice  of  special  meetings  shall  be  given  by  mail  or  by  telegraph     If 

ICiven  by  mail,^  such  notice  shall  be  mailed  at  least  two  days  before  the  ?ate  of  the 

meetmg.    jf  g^ven  by  telegraph   such  notice  shall  be  dispatched  at  least  24  hoiuB 

before  flie  date  of  themeeting.    Notice  of  any  meeting  may  be  dispensed  witii  if  each 

of  the  directors  shall  m  writing  or  by  telegraph  waive  such  notice  ^^^^u 

Sec.  4.Power8.--The  business  of  this  bank  shall  be  conducted  under  the  super- 

^'imon  and  con^l  of  its  board  of  directors  subject  to  the  supervision  vested  bylaw 

i  n  the  Federal  Reserve  Board.    The  board  of  (firectora  shall  appoint  the  officers  and 

£ix  their  compensation.  '^'^  *^" 

The  board  may  appoint  l^^al  counselor  the  bank,  define  his  duties  and  fix  his 
crompensation.  * 

Sec.  5.  Special  committees. — Special  business  of  the  bank  may  be  referred  from 
time  to  time  to  special  committees,  which  shall  exercise  such  powers  as  the  board 
may  delegate  to  them. 

Sec.  6.  Order  o/btuin€S8.-—The  board  may  from  time  to  time  make  such  remilations 
30  to  order  of  business  as  may  seem  to  it  desirable. 

Article  II. — Executive  committee. 

Section  1.  How  constituted. — ^There  shall  be  an  executive  committee  consisting  of 
he  governor,  the  chairman,  and  one  or  more  directors  chosen  by  the  board  who^all 
orve  during  the  pleasure  of  the  board  or  for  terms  fixed  by  it.  Not  less  than  three 
iierabers  of  the  committee  shall  constitute  a  quorum  for  the  transaction  of  business 
jnd  action  by  the  committee  shall  be  upon  the  vote  of  a  majority  of  those  present  at 
n  V  meeting  of  the  committee. 

The  committee  shall  have  power  to  fix  the  time  and  place  of  holding  regular  or 
:>ec>ial  meetinfis  and  the  method  of  giving  notice  thereof. 

Minutes  of  afi  meetings  of  the  executive  committee  shall  be  kept  by  the  secretary 
\<l  such  minutes  shall  he  submitted  to  the  members  of  the  board  of  directors  at  its 
•X  t  succeeding  meeting.    Such  minutes  or  a  digest  thereof  shall  be  read  to  the  meet- 
g  if  requested  bv  any  memberof  the  board. 
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Chapter  V. — Sttmmaby  of  Results  of  Operation. 

What  has  thus  far  been  accomplijahed  by  the  FedenJ  Reserve  Bank  of  New  Tork 
may  perhaps  be  briefly  summarized. 

The  bank  has  been  thoroughly  oiganized,  with  a  staff  of  officers  and  clerks  expe- 
rienced in  the  work  of  the  particular  departments  to  which  they  have  been  aangned. 
The  organization  is  more  complete  than  the  business  actually  done  would  seem  to 
require  since  it  has  been  felt  essential  by  the  directors  and  officers  that  a  complete 
departmental  organization  should  be  maintained,  capable,  with  the  addition  of  neces- 
sary clerical  assistance^  of  performing  any  volume  of  business  which  might  be  suddenly 
thrust  upon  it. 

The  bank  was  opened  and  the  reserve  transfer  accomplished  without  any  of  the 
disturbances  which  it  was  predicted  would  occur. 

Valuable  experience  has  been  gained  of  the  meaning  and  effect  of  the  regulation 
of  the  Federal  Reserve  Board  governing  the  development  of  the  various  functions  d 
reserve  banks,  which  has  in  turn  been  transmitted  to  the  member  banks. 

Considerable  effort  has  been  expended  in  explaining  to  member  banks  the  purpos 
and  meaning  of  the  Federal  Reserve  System  and  the  ways  in  which  the  bank  can  be 
of  service  to  them  in  quiet  as  well  as  in  active  times.  The  business  commimity  bae 
also  had  an  opportunity  to  become  informed  of  its  development  and  functions.  The 
officers  have  also  devoted  the  necessary  time  to  furnishing  information  to  the  press  in 
order  that  the  public  might  be  correctly  informed  of  the  operations  of  the  bank,  tnd 
the  generally  favorable  attitude  of  the  press  has  been  an  important  factor  in  estab- 
lishing public  confidence  in  the  system. 

Federal  Reserve  Notes  have  been  issued  freely  and  become  already  an  important 
part  of  our  currency,  and  through  their  use  the  bank  has  greatly  strengthened  its  gold 
position  and  its  credit  power. 

The  establishment  of  a  market  for  bankers'  acceptances  has  been  assisted  by  the 
purchases  made  by  this  bank  for  itself  and  other  reserve  banks,  and  the  study  given  to 
the  drawing  and  indorsement  of  such  bills  has  made  more  certain  their  ready 
negotiability. 

Through  experience  gained  in  discounting  paper  for  member  banks,  an  understand- 
ing has  been  reached  by  both  this  bank  and  its  member  banks  of  the  kind  of  paper 
which  is  eligible  for  discount. 

Through  its  collection  system  an  important  step  has  been  taken  toward  effecting 
cheaper  and  more  direct  check  collections. 

A  gold  settlement  fund  has  been  established  at  Washington  for  settlements  between 
Federal  Reserve  Banks  and  their  districts  which  should  substantially  reduce  cur- 
rency shipments. 

On  January  1, 1916,  the  bank  will  begin  acting  as  fiscal  agent  of  the  United  States. 

A  satisfactory  trial  has  been  made  of  the  new  form  of  Government  superviaon 
requiring  one-third  of  the  directors  of  the  bank  to  be  appointed  by  the  Reserve  Board 
and  to  exercise  primary  responsibility  for  all  the  policies  and  transactions  of  the  bank. 

The  coordination  of  the  work  of  the  reserve  banks  by  the  Reserve  Board  has  been 
supplemented  by  conferences  of  their  governors  and  of  groups  of  other  officers,  and 
the  development  of  the  system  is  progressing  along  such  harmonious  lines  as  local 
conditions  and  requirements  will  permit. 

During  this  period  of  relative  operating  inactivity  the  officers  and  directors  of  the 
reserve  banks  have  had  an  opportunity  to  study  the  Act.  Its  ambiguities  have  come 
to  light  and  suggestions  for  amendments  which  seem  desirable  have  been  made  to  the 
Reserve  Board  through  whom  they  may  if  approved  be  transmitted  to  Congress. 

The  system  has  been  enabled  quietly  to  develop  most  of  its  important  functbns 

and  to  gather  not  only  experience  but  strength  to  respond  to  such  calls  aa  may  be 

'i  upon  it.    The  experience  of  the  principal  European  countries  in  dealing  with 


DISTRICT  NO.  2 — NEW  YORK.  201 

the  conditions  suddenly  forced  upon  them  at  the  outbreak  of  the  war,  now  that  it 
can  be  seen  in  some  perspective,  should  be  studied  during  the  coming  year  by  the 
officers  and  directors  of  Federal  Reserve  Banks.  A  clear  understanding  should  be 
obtained  of  the  methods  by  which  demoralization  of  credit  was  effectually  met  by 
the  European  countries  and  of  the  methods  which,  under  conditions  peculiar  to  the 
United  States,  would  be  likely  to  prove  efifective  in  maintaining  its  credit  machinery 
in  any  strain  which  might  grow  out  of  the  European  war  or  other  international  com- 
plications. The  lessons  are  now  both  clear  and  fresh;  we  should  not  fail  to  learn 
them  and  understand  their  application  to  our  own  conditions. 

This  report  would  not  be  complete  without  suitable  recognition  and  acknowledg- 
ment of  the  work  of  both  the  temporary  and  permanent  sta£Fsof  the  bank.  Those  who 
were  temporarily  employed  performed  their  duties  in  the  spirit  of  public  service. 
The  members  of  the  permanent  staff,  likewise,  from  the  outset  have  worked  without 
regard  to  office  hours  and  through  the  energy  and  devotion  with  which  they  have 
undertaken  the  tasks  assigned  them  the  functions  of  the  bank  been  developed  upon 
a  sound  and  permanent  basis. 


Appendix  1. — ^Bt-Laws  of  the  Federal  Reserve  Bank  op  New  York. 

Article  I. — Directors. 

Section  1.  Quorum. — ^A  majority  of  the  directors  shall  constitute  a  quorum  for  the 
transaction  of  biudness,  but  less  than  a  quorum  may  adjourn  from  time  to  time  until 
a  quorum  is  in  attendance. 

Sec.  2.  Vacancies. — As  soon  as  practicable  after  the  occurrence  of  any  vacancy  in 
the  membership  of  the  board  the  chairman  of  the  board  shall  take  such  steps  as  may 
be  necessary  to  cause  such  vacancv  to  be  filled  in  the  manner  provided  by  law. 

Sec.  3.  Meetings.— {Amended  July  7, 1915.)  There  shall  be  a  regular  meeting  of  the 
board  every  Wednesday  at  9.45  o'clock  a.  m.,  or,  if  that  day  be  a  holiday,  on  such  day 
as  the  board  mav  determine  at  a  preceding  meeting  (imless  otherwise  ordered  by  a 
majority  of  the  board).  The  chairman  of  the  board  may  call  a  special  meeting  at 
any  time  and  shall  do  so  upon  the  written  request  of  any  three  directors  or  of  the 
governor.  Notice  of  special  meetings  shall  be  given  by  mail  or  by  tel^^raph.  If 
given  by  mail,  such  notice  shall  be  mailed  at  least  two  days  before  the  date  of  the 
meetinff.  If  given  by  telegraph,  such  notice  shall  be  dispatched  at  least  24  hours 
before  Uie  date  of  the  meeting.  Notice  of  any  meeting  may  be  dispensed  with  if  each 
of  the  directors  shall  in  writing  or  by  telegraph  waive  such  notice. 

Sec.  4.  Powers. — ^The  business  of  this  bank  shall  be  conducted  imder  the  super- 
vision and  control  of  its  board  of  directors,  suHect  to  the  supervision  vested  bylaw 
in  the  Federal  Reserve  Board.  The  board  of  curectors  shall  appoint  the  officers  and 
fix  their  compensation. 

The  board  may  appoint  legal  counsellor  the  bank,  define  his  duties,  and  fix  his 
compensation. 

Sec.  5.  Special  committees. — Special  business  of  the  bank  may  be  referred  from 
time  to  time  to  special  committees,  which  shsJl  exercise  such  powers  as  the  board 
may  delegate  to  them. 

Sec.  6.  Order  ofbiuiness. — ^The  board  may  from  time  to  time  make  such  regulations 
as  to  order  of  business  as  may  seem  to  it  desirable. 

Article  II. — Executive  committee. 

Section  1.  How  constituted. — ^There  shall  be  an  executive  committee  consisting  of 
the  governor,  the  chairman,  and  one  or  more  directors  chosen  by  the  board,  who  shall 
.serve  diuring  the  pleasure  of  the  board  or  for  terms  fixed  by  it.  Not  less  than  three 
members  of  the  committee  shall  constitute  a  quorum  for  the  transaction  of  business, 
and  action  by  the  committee  shall  be  upon  the  vote  of  a  majority  of  those  present  at 
any  meeting  of  the  committee . 

The  committee  shall  have  power  to  fix  the  time  and  place  of  holding  regular  or 
spe<*ial  meetings  and  the  method  of  giving  notice  thereof. 

Minutes  of  aB  meetings  of  the  executive  committee  shall  be  kept  bv  the  secretary, 
and  such  minutes  shall  be  submitted  to  the  members  of  the  board  of  directors  at  ita 
ri<*xt  succeeding  meeting.  Such  minutes  or  a  digest  thereof  shall  be  read  to  the  meet- 
ing if  requested  by  any  memberof  the  board. 


204 


ANNUAL  BEPOBT  OF  THE  FEDERAL  RESERVE  BOARD. 


Appskdix  3. — Profit  and  Loss  Statement. 
Nov.  16,  1914,  to  Dec.  SI,  1915. 


Income. 


Bills  disoounted— Members 136,840.98 

Acoeptanoes  purchased 07, 054. 10 

Investments— Warrants 191, 868.68 

Sundry  profits 19,271.67 

Excess  of  expenses  over  income  carried 
to  profit  and  loss 111.  22 

Total 345,146.66 


Current  expense. 


Directors'  fees,  outside  oonferenoes,  and 

Federal  Advisory  Council $18,240.72 

Salaries 1&4,013.05 

Rent 42,749.95 

Generid  expense 44.472.23 

Cost  of  Federal  Reserve  notes  used 63, 800. 00 

Assessment  for  expenses  of  Federal  Re- 
serve Board 21,840.60 

Total M5,14&S§ 


Statement  of  organization  expenses,  Dec.  SI,  1915,  carried  in  assets. 

Assessment  for  expenses  of  Federal  Reserve  Board $41, 9S7. 73 

Expense  of  organization— Local 80, 967. 39 

Furniture  and  ecmipment 26,  mo.38 

Cost  of  unissued  Federal  Reserve  notes 232,086.79 

Total '. 381,402.16 


Appendix  4. — Comparative  Statements  op  Condition. 


SESOUBCES. 

Bills  discounted— Members 

Bills  discounted— Bought 

Investmonts  and  accrued  interest 

Due  from  member  banks,  overdrafts 

Due  from  other  Federal  Reserve  Banks 

Furniture  and  equipment 

Expense  of  organization 

Cost  of  Unissued  Federal  Reserve  notes 

Expenses  paid  in  advance 

Amounts  awaiting  reimbursement 

Federal  Reserve  notes  on  hand 

National  Bank  notes  and  Federal  Reserve  notes  of  other 

Federal  Reserve  Banks 

Exchanges  and  other  cash  items 

Gold 

Lawful  money 

Profit  and  loss 


Nov.  16, 1914. 


$2,213,600.00 


13,401.02 


61.20 
81,633,716.00 
21,399,864.00 


Total. 


LIABILITIES. 


Capital  paid  in 

Profit  and  loss 

Unearned  discount  and  interest 

Due  to  member  banks 

Due  to  other  Federal  Reserve  Banks. 

Cashiers' cb^ks 

Federal  Reserve  notes 

Withheld  for  Federal  income  tax 


105,160,621.22 


3,321,950.00 


Total 

Net  deposits 

Per  cent  cash  to  net  deposits. 


8,368.81 
101,816,801.29 


13,401.12 


105,160,621.22 

101,830,161.21 

101.08 


June  30,1915. 


$543,404.99 
4,664,859.76 
3,607,484.16 


5,665,329.74 
""i86,' 467.38 


1,613.60 
3,631,476.00 

62,122.54 

1,480,378.25 

120,098,607.50 

31,247,079.90 


171,068,822.82 


9,961,650.00 

43,064.21 

16,718.44 

141,929,512.72 

18,294,279.06 

644,363.43 

180,000.00 

244.96 


171,068,822.82 
153,822,437.72 
98.3 


Dec.  31, 1915. 


$236,472.01 

9,546,  OIL  06 

1,206,733.90 

28,820l51 

1,932,512.64 

36,980.36 

122,335.01 

232,086.79 

3,965.7S 

3,916w40 

16,139,290.00 

41,250.94 

967,566.35 

174,845,827.5^ 

5,976,QB7.  40 

11L.22 


211,328,  3S7.94 


ll.O63,15a09 


31,520.01 

179,433,322.1!^ 

19,818,S6&.l5 

841,219.44 

.    14O,O0a0D 

60S.  15 


211,328,387.94 
197,l44,.2ia2> 
91.  tf 
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Appendix  5. — CAPrrAii  Account  Rbconciliation,  Nov.  2,  1914,  to  Dec.  31,  1915. 

Capital  paid  in  first  Jnstallmwit,  Nov.  2, 1914 $3,321,950.00 

Capital  paid  in  seoozidinstaUixifiiit  Fab.  2. 1915 r 3,318,183.35 

Capital  paid  in  third  instaUmentliav  3, 1916 3,317,549.98 

Capital  paid  in  by  131  banks  in  northern  New  Jersey  transferred  from  District  No.  3;  first, 
seoono,  and  third  instaUments 962,660.00 

10,920,833.33 
Sundry  increases: 

Due  to  Increases  in  capital  and  surplus  of  member  banlcs f44 ,  150. 00 

Due  to  organisation  of  new  banks 221,650.00 

265,800.00 

11,186,133.33 
Sundry  decreases: 

Due  to  decreases  in  capital  and  surplus  of  member  banks 4,083.33 

Due  to  banks  liquidated 118,000.00 

122,983.33 

C^>ital  paid  In  Dec.  81, 1915,  by  member  banks 11,063,150.00 


Appendix  6. — Rediscounts. 

Nov.  16, 1914,  to  Dec.  SI,  1915. 

Number  of  applications  received 277 

Amount  o f  applications  received Sll ,  384, 037. 63 

Amount  of  applications  accepted $10.746,610. 61 

Amount  o f  applications  rejected $637, 427. 02 

Largest  applu»tion $2, 182, 600. 00 

Smallest  application $1,015.00 

Number  of  pieces  of  paper  discounted 2, 676 

Amount  discounted ^a^S, 632. 41 

Largest  piece  of  paper $300, 000. 00 

Smallest  piece  of  paper $20.20 

Average  sise  of  note  discounted $3,613.00 

Number  of  banks  rediscounting 54 

Number  of  pieces  of  paper  oTid  amount  diicounted,  by  months. 


November,  1914 

December 

January,  1915.. 

February 

March 

April 

liay 

June 


Num- 
ber. 


209 
206 
139 
184 
167 
241 
207 
426 


Amount. 


$3,112,900.73 

1,736,182.81 

1,642,303.85 

1,046,307.55 

190,652.27 

216,449.17 

235,957.67 

280,518.48 


July 

August 

Septembtf. 

October 

November. 
December.. 

Total 


Num- 
ber. 


259 
124 
211 
107 
64 
133 


2,676 


Amount. 


$333,949.18 
157,026.34 
286,208.77 
137,183.62 
152,330.23 
131,66L74 


9,668,632.41 


Appendix  7. — ^^Iatubttibs  op  Investments  of  Federal  Reserve  Bank  of  New 

York,  Dec  31, 1915. 


Maturing. 


Within— 

10  days 

11  to  30  days 

31  to  60  days 

61  to  90  days 

91  days  to  6  months. 


Total. 


Bills 
discounted. 


$37,980.87 
97, 15a  20 
82,422.58 
18,918.43 


236,472.06 


Warrants. 


$98,79L24 
188,193.77 
384,373.97 
60,277.00 
436, 05a  00 


1,198,585.98 


Acceptances. 


$763,54&53 
1,961,806.07 
1,870,063.25 
4,950,573.21 


9, 546,  OIL  06 


Totals. 


$900,320.64 

2,247,150.04 

2,336,879.80 

5,050,768.64 

436,950.00 


10,961,060.12 
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Appbhiiix  8.— Fbdibal  Bksxbvs  Notkb. 

Federt^  reierve  nola  iuued  to  Federal  Reserve  Agent,  Nov.  IS,  1914,  to  Dee.  31,  191S. 

ToWuiiaaiitalnalMlblppidtolheFtdcmRMtmAgait llM,340,Mn 

TatBlnetHiiDUDtiMiudtaUMlmklir  tb«F*ila>lB<nrv«Ai«iit W.Mt^OCa 

In  tb*  iDllowlne  dauminitloDa: 

Vint ns.KO.OOO 

Tim 30,180,000 

TirantlM 11,380,000 

FUUu 1, 800,000 

Hnndrgib 4,800,000 

Total  HDOUDtbi  bands  oCFvlanlBMerTeAcaDt  Dm.  11, 1»U 10,800,000 

Total  of  Federal  reierve  note$  paid  out  by  tJte  Federal  Rettrve  Bank  of  New  York,  (y 
Tnanthi. 


■SS' 

tankj. 

bwk). 

Toixni. 
bukB. 

«» 

no 

MO 

iOO 
100 
»0 

ISU 

W.eer.ooo 

il:S^^ 

l^S 

u^.jn^. 

n;3S.^ 

F.dw>lR«HrY.Ag«Qt... 

»»,ias,aoo 

88,440,000 

01,000 

ImIooo 

B,«SS,200 

The  difference  between  the  amount  paid  out  and  the  amount  received  from  the 
Federal  Reeerve  Agent  repreoenta  notee  which  were  deposited  but  were  sufficiently 
clean  to  be  again  paid  out. 


Bank  of 

■SB- 

tram. 

TbclrnotM 
OtipBtAto. 

rraalvwl 

bam. 

KJsr 

MS,  365 
327,460 
130,  M» 
1U,S2S 

,S:S 

a 

i 

'li 

3,B06,a4S 

»,M0,UO 

APFBNnix  9. — Tranbit  an 
Bank  of  Nbw  Yore  a 
Dec.  31, 1915. 


It«iud(h 

vltb  F«d- 
NswYork 

by  Federal 

/.si 

Items  de- 

NtwYOTk 
by. 

"S? 

Bank  of 
New  York 

US,  363,000 

mItktIooo 

Philadelphia 12335*4^00 

RldnuDiid i6S,e«3,^ 

St.  Louis....                     .  40, 086. 000 

183,733,000 

'S 

108,000 

968|0O0 

CWrago^- 

m;m7;SSs 

£ss^v 

44,;«s,ooo     25 
2g;o74;ooa.   If. 

Total 

7tG,o»,oao 

434,800,000 
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Settlement  o/aecounfi. 


J 

NBtgBfn. 

N«ioai 

misTnm 

s,  on,  000 
4e,oge,ooo 

37,073,000 

islswiooo 

i3,»87,000 

1573,000 

li 

■1 

ar 

iffl 

Sl.1,000 

nass 

i4,3gi,ooo 

,5;S!;I!!8 

ia,3£3,aDo 

»>:«» 

x^'^'-' 

IfffiSS 

330,367,000 

ass 

W,'»9,«)) 

ArialyiU  of  gold  movement  Ihroiigh  gold  letllementfund. 


D«XMlt«d  out  ol  Tnult  o[  Fedmal  Bs- 

•orvt  Bank  otNaw  York (80,000,000 

8p«cUl  dvpcolts  ■anont  Fadcrsl  R«- 
MTTS  Bulk  or  New  York  by  Fedonl 
RoNTvo  Btnk  of— 

AtluiU «3,000 

Cleveland •Sa,aoa 

Chkaco..  


KuttuCltT... 

UloDMpalu 

PMUddi^Ui.. 


ToW 1M,3»,000 


uCity... 
d«lpbla.. 


FUUkWpU   .. 

SaD  Frandica 

.aUiioalatiiiidDM.31,  ISlfi i,7 


Affbndlx  II. — FiDnciART  PowEsa. 
Banii  granted  permietion  to  act  ax  regitlrar  oj  ilocie  and  bondi. 

NEW  YOBK. 


AtbuT 

BraoUyn 

rooporstown . . . 

Edwiuris 

Far  Bockawaj. 

Do.'."!"! 

OnoTlUa 

l>o 

Hw^mwr.V.!! 
MtMtJa  ■■'■"■"! 
NmrYork,/,;: 


NallDDBl  BankotAubuni. 
Nassau  National  Bank. 
National  Eichanca  Bank. 
Second  National  Bank. 
Ednrds  National  Bank. 
National  Bank  ol  Fu  Rock- 

Ffnt  Natioiial  Bank. 
OenaTa  National  Bank. 
Pannan  National  Bank. 
Waahington  Count;  Nattaal 


(N«wYork,N.B.  A. 


Kev  York. 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

OyM 

Plattsbun . 

Do 

BEohaeld  Si 
Rlvtrhcad. 

RodusUr.. 

SaratofnSp 
Slaplebm. . 

WellBvDIa.. 
WesCOeld.. 


Danlman  National  Bank. 
Liberty  National  Bank, 
living  national  Bank. 
Lbuoln  National  Bank. 
National  Bank  of  Conmwrce. 


Snflolk     Comit;     NUlonal 
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Bankt  granted  permiision  to  act  a»  tnutu^  executor,  admintBtraior,  and  regiitrar  o/9todt» 

and  bonds, 

NEW  JERSEY. 


Location. 


Name. 


Location. 


Nama. 


Dover , 

Hoboken 

Long  Branch 

Newark 

Do 


National  Union  Bank. 
First  National  Bank. 

Do. 
Essex  Coontv-  NatioDal  Bank. 
Merchants  National  Bank. 


Newark 

New  Bninswiok 

Plalnfleld 

Rutherfdrd 


National  State  Bank. 
Peoples  National  Bank. 
City  National  Bank. 
Rutherford  National  Bade 


Banks  granted  permission  to  act  as  trustee,  executor,  and  administrator, 

NEW  JERSEY. 


Location. 


Morris  town 
Newark..., 
Somerville. 


Namflb 


National  Iran  Bank. 
National  Newark  Banking  Co. 
First  National  Bank. 


Appendix  12. — ^Aooreoatb  Statistics  of  Seven  Grottps  of  National  Banks  in 

District  No.  2,  as  of  Nov.  10, 1915. 

Assets  and  liabilities. 


• 

o 

0. 

On  basis  of  resources. 

Num- 
ber 
of 

banks. 

Total 
resouroes. 

Loans  and 
discounts. 

Eligible 
paper. 

LlabiUtieBofdiivctan. 

s 

o 

Direct. 

Indirect. 

1 

Under  $100,000 

3 
33 

62 

106 

304 

89 

25 

$182,539 

5,350,  ISl 

15,791.538 

41,112,035 

278,990.542 

487, 125,  »5 

2,908,573.769 

$85,216 

2,584,890 

7,681,105 

20,756,179 

123.347.319 

258.106,583 

1,614.363,722 

$36,677 

1,037,600 

2,618,421 

6,855,600 

85,768,051 

79,803,305 

289,075,206 

$28,e70 

150,858 

400,206 

1,131,064 

7,170,748 

11,370,954 

27.312.153 

S16.e71 

2 
3 
4 
5 
6 
7 

$100,000  to  $200,000 

$200,000  to  $300,000 

$300,000  to  $500.000 

$500,000  to  $2.600,000 

$2,500,000  to  $29,000,000. . . 
$20,000,000  up 

864,157 

712,900 

1,712,737 

7,418,109 

8,614,373 

14,800,025 

Total 

613 

3.737,136,449 

2,026,824.924 

• 

414,194,860 

47,668,169 

28,647,000 

1 

o 

On  basis  of  resonroee. 

Num- 
ber 
of 

banks. 

Bonds  and 

securities, 

etc.,  not 

including 

United  States 

bonds. 

Capital, 

surplus,  and 

undivided 

profits. 

Demand 
deposits. 

Timo 
deposits. 

boirowBd. 

1 

Under  $100,000 

3 
33 

62 

106 

304 

80 

25 

$20,312 

974,388 

8,308.409 

9,850.529 

68, 311,  an 

82,287,231 
262,037,133 

$80,354 

1,128,837 

8,165,144 

8,158,493 

61,175,794 

77,749.216 

305,188.995  ^ 

$94,010 

9,863,143 

8,395,819 

21,617,453 

138,624,233 

841,951.215 

^  469. 933. 061 

$9,207 

687,241 

2.472.528 

8,084,000 

60,298,666 

43,398,058 

26,094,057 

2 
3 
4 
5 
6 
7 

$100,000  to  $200,000 

$200,000  to  $300,000 

$300,000  to  $500,000 

$500,000  to  $2i00.000 

$2,500,000  to  $20,000,000. . . 
$20,000,000  up 

$37,000 
119,600 
174,(KU 
882,421 
870,965 

Total 

613 

426.789.383 

446,646,833   ! 

^983,478,934 

141,043,766 

2,083,996 
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Lo»9eSf  earnings,  and  dividends. 


Group 

No. 


1 
2 
8 
4 
6 
0 
7 


On  basis  otiesooioes. 


nnderllOO,000 8 

S100/X)0to^,000 ;      83 

1200, 000  to  1300,000 62 

j^ 

804 
80 
25 


1300,000  to  S500.000 

8500,000  to  82  J00.000 

82ia),ooo  to  wfioofioo. . . . 

820,000/)00up 


Total. 


613 


Losses  en  acooimt  of  loans  to 
nondepositors  (bought  for 
Invostment). 


1012 


84,806 
11,842 
31,346 

263,101 
07,026 

174,600 


582,181 


1013 


84,887 

10,830 

43,864 

888,833 

143,647 

273,903 


866,964 


1014 


81,786 

39,256 

74,703 

625,826 

220,445 

451,500 


1,313,516 


Losses  oa  aocoont  of  other  loans 
and  discounts, not  hidudiug 
*  loans  to  banks. 


1912 


85,775 

6,632 

85,617 

207,677 

1,459,555 

1,772,799 


1913 


1914 


3,487,956 


89,871 

10,765 

58,8&2 

334.432 

1,372,253 

3,022,992 


83,637 

20,219 

29,392 

428,769 

1,392,727 

4,098,812 


4,809,205 


6,018,685 


Group 
No. 


1 
2 
8 
4 

6 
6 

7 


On  basis  of  resoiiroBs. 


Under  8100,000 

8100,000  to  m,000 

8200,000  to  8300,000.... 

8300,000  to  8500,000 

8500,000  to  82,500,000 . . 
12,500,000  to  820,000,000 
820,000,000  up 

Total 


8 
33 
62 
106 
304 
80 
25 


613 


Total  earnings  and  profits  after 
deducting  expenses  and  losses. 


1912 


846,397 

184,122 

585,323 

8,608,031 

5,670,043 

23,171,852 


33,265,768 


1913 


855,181 

207,044 

505,459 

8,380,844 

4,964,948 

20,655,184 


29,768,660 


1914 


862,607 

182.882 

489,519 

2,835,221 

4,210,516 

19,473,175 


27,253,920 


Gross  receipts  from  exdiange. 


1912 


812,704 
25,452 
59,008 
231,841 
346,111 
473,295 


1,148,411 


1913 


813,433 
28,289 
60,315 
234,508 
300,466 
417,006 


l,054,0lf 


1914 


813,125 
31,347 
60,060 
232,395 
270,906 
406,350 


1,014,183 


Qroap 
Na 


1 
2 
3 
4 

5 
6 
7 


On  basis  of  resources. 


Under  8100j000 

8100,000  to  »00,000.... 
8200,000  to  8300,000.... 
8300, 000  to  8600,000.... 
8500.000  to  82.500,000. . . 
82,500,000  to  820,000,000 
820,000,000  up 

Total 


o 

I 


3 
33 
62 
106 
304 
80 
25 


613 


Dividends  paid. 


1912 


814,900 

72,640 

299,350 

2,069,038 

3,735,524 

14,343,311 


20,535,663 


1913 


817,150 

76,804 

283,150 

2,094,508 

3,744,524 

14,306,421 


20,522,647 


1914 


818,400 

94,721 

294,850 

2,152,338 

3,012,947 

15,311,442 


21,784, 
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R.  L.  Attstdt,  Chainnan  and  Federal  Reserve  Agent. 


Organization  or  Federal  Reserve  Bank  ov  Philadelphia. 

In  accordance  with  the  instructionB  of  the  Federal  Reserve  Board,  the  directorB  of 
the  Federal  Reserve  Bank  met  at  Philadelphia  on  October  8, 1914,  and  proceeded  to 
on*anize  the  board.  Charles  J.  Rhoads  was  elected  governor,  and  the  terms  of  the 
directors  were  designated  as  follows: 


Name. 


Residence. 


Charles  7.  Rhoads Philadelphia,  Fa. . 

William  H.  Peck  1 i  ScrantqD^Pa 

M.J.Marphy ' do 

Alba B. Johnson Philadelphia, Pa. . 

EdwinS.Stuart do 

George W.F. Gaunt > MulUca Hill, N.J... 

Richard L. Austin Phi]addnhia,Pa... 

George  H.  La  Monte Bound  Frook,  N.J. 

George W.Nonls ;  Philadelphia, Pa. . 


Termeicpires. 


Dec.  31,1917 
Dec.  81,1915 
Dec.  81,1910 
....do....... 

Dec.  81,1917 
31, 1915 
31,1917 
31,1915 
81,1916 


Dec. 
Dec. 
Dec. 
Dec. 


Group. 


1 
2 
3 
1 

a 

3 
1 

a 

3 


Class. 


A. 
A. 
A. 
B. 
B. 
B. 
C. 
C. 
C. 


1  Has  Just  been  reelected  to  serve  the  full  3-year  term,  expiring  Dec.  31, 1918. 

TempcMrary  offices  were  secured  at  No.  437  Chestnut  Street,  where  the  busineeB  of  the 
bank  was  conducted  until  permanent  quarters  were  obtained  at  406-408  Chestnut 
Street.  Previous  to  the  opening  of  the  bank  a  clerical  force  was  selected,  and  the 
payments  by  our  member  banks  of  the  first  installmeot  of  capital  stock,  amounting  to 
$2,087,426,  were  received.  The  Central  National  Bank  kindly  extended  the  use  of  its 
facilities  to  the  bank  in  counting  and  storing  the  gold  as  received  on  account  of  this 
payment. 

We  were  fortunate  in  being  able  to  secure  as  permanent  quarters  a  building  adjacent 
to  the  Subtreasury,  formerly  occupied  by  a  bank.  This  building  was  completely 
renovated  and  altered  in  10  days,  and  was  ready  for  occupancy  on  the  16th  day  of 
November,  1914,  the  day  designated  for  the  opening  for  business  of  the  Federal  Reserve 
Banks.  The  bank  commenced  busineas  with  the  following  staff  of  officers  and  em- 
ployees, all  of  whom  are  on  the  pay  roll  now: 

OFFICERS. 

Charles  J.  Rhoads,  Governor. 

Richard  L.  Austin,  Federal  Reserve  Agent  and  chairman  of  the  board. 
Geoige  M.  LaMonte,  Deputy  Federal  Reserve  Agent  and  Deputy  Chairman  of  the 
Biard. 

Arthur  £.  Poet,  secretary  to  the  chairman  and  acting  cashier. 
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EMPLOYEES. 


William  I.  Rutter,  jr.,  auditor. 
Samuel  R.  Earl,  paying  teller. 
William  H.  Coeter,  discount  clerk. 
J.  Edward  Kerr,  general  ledger  book- 
keeper. 
Frank  W.  Lamping,  jr.,  receiving  teller. 
Franklin  W.  La  Bold. 
John  F.  Glenn. 
Clarence  E.  Wolfinger. 
Joseph  D.  Goodman. 
Hannah  C.  Daly. 
Blanche  M.  Vanaman. 
Cora  M.  Crowell. 


Marie  V.  Patterson. 
Sara  G.  Peoples. 
Frederick  W.  Seelig. 
Raymond  M.  Moore. 
Irwin  L.  Park. 
William  J.  Kelly. 
JohnMcIlvaine. 
W.E.Jones. 
Herman  Graf. 
EmilRohr. 
William  Theurer. 
Beverly  Becks. 


On  December  10,  1914,  Frank  M.  Hardt,  an  officer  of  the  National  Bank  of  the 
Northern  Liberties,  of  Philadelphia,  was  elected  cashier  and  Mr.  Post  resigned  ^ 
acting  cashier,  but  continued  as  secretary  to  the  Chairman,  in  charge  of  the  details 
of  the  operations  between  this  bank  and  the  Federal  Reserve  Board. 

In  order  to  properly  handle  the  large  payments  made  to  the  bank  on  account  of  the 
transfer  of  the  first  installment  of  reserves  of  member  banks,  the  force  was  tempon- 
rily  augmented  by  clerks  whose  services  were  kindly  provided  for  several  days  by  the 
following  institutions:  Central  National  Bank,  Fourth  Street  National  Bank,  Giiard 
National  Bank,  Philadelphia  Clearing  House  Association,  Philadelphia  Trust  Co.,  and 
the  Remington  Typewriter  Co. 

The  employment  of  the  clerical  force  and  the  perfection  of  the  bank  oiganizatioii 
were  under  the  direct  supervision  of  Gov.  Rhoads.  The  very  satisfactory  manner  is 
which  the  operations  of  the  bank  have  been  conducted  testify  to  the  care  with  whicJi 
the  members  of  the  staff  were  selected  and  the  complete  organization  effected  by  him 

General  Banking  and  Cbedit  CoNDmoNS  in  this  District  Stncb  thb  OpEKixti 

OF  THE  Bank. 

The  Philadelphia  district,  designated  as  Federal  Reserve  District  No.  3,  included 
New  Jersey,  Delaware,  and  all  of  Pennsylvania  east  of  the  western  boundaries  of 
McKean,  Elk,  Clearfield,  Cambria,  and  Bedford  Coimties,  and  contained  758  membcf 
banks.  On  July  1,  1915,  the  northern  half  of  New  Jersey,  including  the  part  of  the 
State  north  of  Mercer  and  Ocean  Counties,  containing  131  member  banks,  was  trans* 
ferred  to  the  New  York  district.  This  reduced  the  number  of  our  member  banks  to 
627,  the  subscribed  capital  of  the  bank  to  $10,523,500,  the  paid-in  capital  to  $5,261,750, 
and  deposits  to  $18,410,520.  The  district  now  comprises  an  area  of  37,198  square  milosk 
with  an  estimated  population  of  6,560,000.  Its  agricultural  interests  are  importac' 
and  its  manufacturing  and  mining  industries  are  second  to  none.  Its  credit  demana" 
are  fairly  constant,  there  being  no  great  seasonal  demand,  such  as  is  experiences 
throughout  the  Southern  and  Western  States.  The  combined  resources  of  tlie  meni- 
ber  banks  in  this  district  are  $1,055,107,691,  the  combined  resources  of  the  trust  cocr 
panies  and  State  banks  are  $695,198,982,  making  the  combined  total  banking  resoun>^ 
of  the  district  $1,750,306,673.  Based  upon  the  present  deposits  of  oiu*  member  bankr. 
when  the  total  reserves  of  member  banks  have  been  transferred,  two  years  hence,  the 
reserve  deposits  of  this  bank  will  amount  to  about  $43,577,965.  During  thie  year 
three  new  banks  have  been  organized  in  the  district. 

Diiring  the  past  year  our  member  banks  have  been  subject  to  the  same  dlscouragriit^ 
infiuences  that  affected  banking  interests  in  all  other  parts  of  the  country.  For  ^aozc" 
time  before  the  breaking  out  of  the  European  war,  business  in  this  district  had  hee^s 
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declining,  and  the  effect  of  the  war  was  to  accelerate  this  movement,  so  that  the 
bank  commenced  businees  at  a  time  when  the  volume  of  business  in  the  district  was 
far  below  normal. 

Industrial  plants  were  being  operated  at  less  than  50  per  cent  of  their  capacity,  the 
movement  of  frei^t  by  the  railroads  was  smaller  than  it  had  been  for  years,  and  the 
number  of  the  unemployed  was  almost  unprecedented.  Confidence  in  the  future  on 
the  part  of  business  men  was  lacking.  This  general  and  widespread  contraction  in 
business  caused  a  liquidation  of  loans,  which,  together  with  the  funds  released  by 
the  reduction  in  bank  reserves,  effected  by  the  Federal  Reserve  Act,  resulted  in  the 
greatest  accumulation  of  idle  money  ever  known  in  the  banks  of  this  district,  so  that 
on  October  4,  1916,  the  member  banks  of  the  Philadelphia  Clearing  House  Associa- 
tion alone  had  $55,404,000  of  excess  reserves. 

At  this  time,  however,  almost  a  normal  volume  of  business  is  being  transacted, 
the  traffic  of  the  railroads  is  above  normal,  industiial  plants  are  being  operated  at 
nearly  full  capacity,  and  there  is  employment  for  all  kinds  of  labor. 

During  the  period  in  which  this  bank  has  been  in  operation  the  average  borrowing 
of  national  banks,  through  rediscounting  or  by  direct  loans  from  other  banks,  has 
been  as  follows: 


Date. 


D«.  31, 1914. 
ICar.  4,1915. 
Ifay  1,1915. 
June  23, 1915 
Sept  2, 1915. 
Nov.  10, 1915 


Number 
of  banks. 


758 
759 
7fi9 
758 
627 
028 


Total 

amount  for 

district 


97,464,097 
4,933,873 
5,281,096 
5,372,346 
3,526,368 
2,108,028 


Average 

amount  per 

bank. 


99,847 
6,fi01 
6,959 
7,087 
5,624 
3,357 


As  shown  by  the  statements  of  member  banks  last  made  to  the  Comptroller,  as 
of  November  10,  1915,  the  average  rate  of  interest  charged  borrowing  banks  was 
approximately  3.95  per  cent. 

At  no  time  during  the  year  has  there  been  a  necessity,  so  far  as  the  needs  of  the 
business  community  were  concerned,  for  this  bank  to  make  any  loans.  The  small 
borrowings  of  the  member  banks  could  easily  have  been  effected  with  their  corro- 
spondents  in  the  reserve  cities.  This  condition,  however,  is  only  temporary,  and 
due  to  extraordinary  business  conditions.  Upon  the  return  of  normal  conditions 
this  bank  will  surely  find  its  expected  sphere  of  usefulness. 

Statement  of  condition,  Federal  Reserve  Bank  of  Philadelphia,  at  the  close  of  hueiness 

Dec.  SI,  1915, 

RESOURCBS. 

Bills  discounted— members $168, 274. 06 

Bills  discounted— bought 2, 542, 975. 94 

United  States  bonds  on  hand 1, 993, 750. 00 

Investments 1,484,147.13 

Interest  accrued  on  investments 10, 142. 15 

Furniture  and  equipment 18, 491. 31 

Organization  expense 31, 517. 06 

Advance  payments 1, 684.  23 

Cost  of  Federal  Reserve  notes 43,172.04 

Due  from  Federal  Reserve  Banks 5, 445, 817. 16 

Due  from  member  banks— overdrafts 33, 959.  73 

Exchanges  for  clearing  house 1, 046. 543. 43 
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Gash: 

Gold  coin  and  certificates $7, 445, 486. 00 

Gold  settlement  fund 9, 695, 000. 00 

National  bank  notes  and  Federal  Reserve  notes  of 

other  banks 215, 885. 00 

Federal  Reserve  notes  of  the  Federal  Reserve  Bank 

of  Philadelphia 380,267.50 

Legal  tender  notes,  silver  certificates,  fractional 

coin,  etc 3, 358, 246. 13 

$21, 094, 881 63 


33,  915, 357. 87 


LIABILrriES. 

Capital $5,269,600.01' 

Unearned  discount 7, 798. 05 

Unearned  interest 6, 21L3D 

Due  to  member  banks 25, 424, 376.56 

Government  deposits 787,  Vl%.% 

Cashier's  checks 107.  fiS 

Due  to  Federal  Reserve  Banks 2, 419, 846u  M 

Reserved  for  Federal  income  tax 239.  SI 


33,915,357.87 


Expenditures  of  the  Federal  Reserve  Bank  of  Philadelpkia  from  organuaUon  to  and  iiv 

eluding  December  SI,  1915. 
I.  Current  expenses. 

Expense  of  govemors'  conferences $911. 84 

Expense  of  Federal  Reserve  Agents'  conferences 21&  IS 

Assessments  since  July  1  on  account  of  expenses  of  Federal 

Reserve  Board 10, 523.  -aO 

Federal  Advisory  Council  (fees  and  traveling  expenses) 374. 01 

Directors' fees 3,50L^ 

Legal  fees 1,969.27 

Salaries: 

Bank  officers 36,040.91 

Clerical  staff 34, 085, 65 

Special  officers  and  watchmen 6, 060.  S 

Traveling  expenses: 

Directors 1, 19L  4S 

Officers  and  clerks 243. 1- 

Per  diem  allowance  of  directors 1, 076.  of 

Telephone 994.7* 

Telegraph 97. 50 

Postage 3,  044.  >? 

Expressage 1,575. 6^ 

Rent 8,  92^4^ 

Insurance  and  premiums  on  fidelity  bonds 3,  520.  6f 

Light,  heat,  and  power 1 ,  225. 1* 

Printing  and  stationery 4, 021.  ^*' 

Repairs  and  alterations 600.  ^^ 

AU  other  expenses  N.  E.  S l,497,c-^ 

Total  current  expenses 121,  69L  Os* 


DIBTBICT   NO.   3 — PHILADELPHIA.  215 

11.  Organization  expenses  (see  note  1). 

Carried  from  current  expenses  (account  expense  prior  to  Nov. 

16,1914) $13,304.98 

Assessment  for  general  expenses  of  Federal  Reserve  Board 

(prior  to  June  30, 1915) 18,395.76 

Total 31 ,  700.  74 

III .  Cost  of  Federal  Reserve  notes,  total,  including  expressage,  insurance, 

etc.  (see  note  2) 55,  772. 04 


-a. 


IV.  Equipment  (see  note  3). 

Furniture  and  fixtures .• 4, 538.  47 

Machines 9, 291. 26 

Other 4,66L58 

Total  equipment 18,  491.  31 

Total  expenditures 227, 655. 18 

Eamingt  of  the  Federal  Reserve  Bank  of  Pkiladelphiafrcm  organization  to  and  including 

December  SI,  1915. 

EARNIN08. 

Earnings  from: 

Bills  discounted— member  banks $20, 173. 44 

Bills  purchased — ^bankers'  acceptances 29, 605. 50 

Investments  in  United  States  bonds 8, 288. 13 

Investments  in  warrants 54, 155. 88 

Sundry  profits  (including  $20,502.50   appreciation  in 

market  value  of  United  States  bonds) 23, 792. 33 

Total  earnings $136,015.28 

Deduct  commissions  paid  (see  note  4) 1, 540. 51 

Deduct  cost  of  Federal  Reserve  notos  issued  (see  note  2) .      12, 600. 00 

14,140.51 

Net  earnings 121,874.77 

Excess  of  '*net  earnings*'  over  ''total  cimrent  expenses'*  credited  to 

''organization  expenses"  on  Dec.  31, 1915 183. 68 

Note  1. — ^Beginning  with  January,  1916,  at  least  one  twenty-fourth  of  the  total 
"organization  expenses"  is  to  be  charged  against  current  earnings  each  month. 

Note.  2. — ^Beginning  with  January,  1916,  tho  cost  of  Federal  Reserve  notes  is  to  be 
charged  against  current  earnings  each  month  as  tho  notes  are  issued. 

Note  3. — Banning  with  January,  1916,  an  allowance  for  depreciation  is  to  be 
charged  against  current  earnings  each  month. 

Note  4. — ^This  amount  represents  the  commissions  paid  to  other  Federal  Reserve 
Banks  for  services  rendered  by  them  in  buying  investments  for  this  bank. 
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Comment  and  Explanation  of  the  Statement  of  Condition. 

Referring  specifically  to  the  foregoing  statement  of  condition  given  on  page  213, 
the  following  comment  and  explanation  on  certain  of  the  account  headings  may  be  of 
interest: 

RESOVBCES. 

BUU  discounted  members, — ^This  account  represents  the  amount  of  bills  on  hAod 
rediscounted  for  our  member  banks.  The  first  rediscounts  were  received  on  Novem- 
ber 23,  1914,  and  since  this  date  the  amount  of  rediscounted  bills  held  at  any  one 
time  has  fluctuated  from  $126,882,  the  lowest  amount,  to  $1,063,784.  The  toUl 
amount  of  paper  rediscounted  aggr^ates  $6,839,674,  having  been  received  from 
member  banks.  Of  these  banks  48  are  located  in  Pennsylvania  (of  which  nxunbef 
8  are  in  Philadelphia),  19  are  located  in  New  Jersey,  and  3  in  Delaware.  The  snuJlest 
amount  of  rediscounts  included  in  any  one  application  was  $253.75  and  the  larger 
amount  $500,000.  The  smallest  note  rediscounted  was  for  $33.05  and  the  hi^ 
note  $250,000.  We  have  attempted  to  simplify  the  operation  of  rediscounting  u 
every  way  possible,  and  all  applications  have  been  acted  upon  the  same  day  tbt 
they  were  received.  The  total  amount  of  bills  discoimted  during  any  one  month  £ 
shown  in  Appendix  VII,  on  page  226,  and  the  average  rate  of  return  during  any 
month  from  rediscounts  is  shown  in  Appendix  VIII,  on  page  226.  The  established 
rates  of  discount  of  this  bank  are  given  in  Appendix  X,  on  page  227. 

Bills  discounted  bought. — This  account  consists  of  bankers'  acceptances  purchased 
by  the  bank  for  investment,  this  bank  having  been  the  first  Federal  Reserve  Bank  to 
buy  bankers'  acceptances,  the  initial  purchase  having  been  made  on  February  Id. 
1915.  The  acceptances  which  we  have  secured  have  been  drawn  to  cover  imp<Rl  and 
export  transactions  on  such  commodities  as  hides,  wool,  sugar,  silk,  coffee,  copper 
grain,  rubber,  wood  pulp,  cotton,  etc.,  and  we  have  had  difficulty  in  securing  as  maoy 
of  these  acceptances  as  we  should  have  liked.  During  the  year  this  account  ha? 
fluctuated  from  $93,205  to  $3,008,680,  the  total  amount  of  bankers'  acceptances  pur- 
chased being  $7,565,968. 

Investments. — ^This  account  includes  all  warrants  or  bonds  of  municipalities 
owned.  The  amount  of  warrants  which  we  are  permitted  to  hold  has  been  limited 
by  the  Federal  Reserve  Board  to  $3,500,000,  but  the  offerings  of  such  investmest! 
have  not  been  sufficient  to  enable  us  to  have  this  amount  at  any  one  time. 

Interest  accrued  on  investments. — ^This  account  represents  interest  accrued  on  United 
States  bonds  since  the  date  of  the  past  payment  of  interest. 

Redemption  account. — ^AU  currency  sent  to  the  Comptroller  of  the  Currency  for 
redemption  is  charged  to  this  account,  to  cover  which  remittances  are  made  by  the 
comptroller. 

Organization  expense. — ^This  account  includes  all  the  expenses  of  the  bank  prior  tc< 
the  opening  for  business  on  November  16,  1914,  and  also  our  proportionate  share  of 
the  expenses  of  the  Federal  Keserve  Board  from  the  time  of  its  oiganization  to  June  30, 
1915. 

Advance  payments. — This  account  includes  payments  made  in  advance  for  ctirreot 
operating  expenses  which  should  properly  be  distributed  over  a  period  of  time,  thf 
accrued  proportion  being  charged  each  month  to  the  proper  subaccount  of  ''Cuiroti: 
expense."  Such  pajrments  include  premiums  on  fidelity  bonds,  insurance,  and  pn^ 
tection  charges,  contract  payments  for  mercantile  agency  services,  subscriptions,  ot( 

Cost  of  Federal  Reserve  notes. — ^This  accoimt  includes  the  cost  of  paper,  printing 
spoilage,  and  transportation  of  Federal  Reserve  notes  printed  for  the  bank  since  th> 
opening  on  November  16, 1914,  to  December  31, 1915,  less  $12,600,  the  <Mtiiiuitfi 
actual  cost  of  the  notes  delivered  to  the  bank,  which  has  been  deducted  ton  "  tot&i 
earnings." 

Due  from  member  banks — Overdrafts. — ^This  accoimt  represents  amotm*^  froc 

ambers  of  our  check-collection  system  because  of  items  in  transit. 
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LIABILITIEB. 

Unearned  discount. — ^This  account  repreeents  the  discount  deducted  from  bills  at 
the  time  of  obtaining  them.  This  account  is  charged  daily  with  the  amount  of  dis- 
count earned,  the  same  being  credited  to  '^Discoimt.*' 

Unearned  interest.— Thxa  account  represents  interest  accruing,  to  maturity,  on 
warrants  owned,  the  amount  of  which  interest  has  been  added  to  the  principal  of  the 
warrants  and  charged  to  '^Investments."  '' Unearned  interest''  account  is  chaiged 
daily  with  the  amount  of  interest  earned,  the  same  being  credited  to  '^  Interest  earned 
on  investments." 

Otheb  Remabks  Concerning  the  Operations  of  the  Bank, 
purchase  op  united  states  bonds. 

All  of  the  bonds  purchased  by  this  bank  have  been  2  per  cent  consols;  the  price 
has  averaged  98 .  66  per  cent.  The  present  market  price  of  these  bonds  is  about  99 .  6875 
per  cent,  showing  an  appreciation  of  $20,502.50.  Our  first  holding  of  these  bonds 
was  acquired  on  June  25, 1915,  but  the  majority  were  not  purchased  until  Novembefj 
1915.  While  an  investment  in  Government  bonds  was  always  possible  and  often 
considered  by  our  board,  there  was  a  feeling  on  the  part  of  some  of  the  directors  that 
the  locking  up  of  funds  in  such  bonds  was  undesirable,  because  it  curtailed  the  bank's 
power  to  serve  the  community  in  case  of  need,  coupled  with  which  was  the  knowledge 
that  the  bank  might  be  required  to  buy  during  the  coming  year  about  $2,500,000  of 
2  per  cent  bonds  from  member  banks. 

In  explanation  of  the  recent  purchase  of  Government  bonds,  it  is  only  proper  to  say 
tlrnt  it  had  developed  that  the  bank  has  had  no  difficulty  in  keeping  a  large  amount 
of  Federal  Reserve  notes  in  circulation,  and  as  the  bank  has  the  privilege  of  issuing 
notes  against  such  bonds,  it  was  felt  that  there  was  practically  no  danger  of  curtailing 
tlie  loaAing  power  of  the  bank  by  such  purchases,  as  in  case  of  necessity  advantage 
could  be  taken  of  tliis  privilege. 

COLLECTION  OF  CHECKS. 

A  system  for  the  collection  of  checks  of  member  banks  within  this  district,  by  this 
bank ,  was  put  into  operation  on  June  15, 1915.  It  provided  for  the  creation  of  an  asso- 
ciation of  such  of  our  member  banks  as  voluntarily  joined  it,  known  as  the  check- 
collection  system.  Members  of  this  system  have  the  right  to  send  to  the  Federal 
Reserve  Bank,  for  immediate  credit  at  par,  all  checks  received  by  them  on  banks  that 
have  joined  the  system,  which  checks  are  to  be  charged  to  the  accounts  of  the  paying 
banks  by  the  Federal  Reserve  Bank  at  par  immediately  upon  their  receipt. 

Only  119  banks  out  of  a  total  of  628  banks  in  the  district  are  members  of  this  system; 
consequently,  its  operations  have  been  so  restricted  that  the  collection  of  checks  has 
been  but  slightly  facilitated ,  and  it  is  felt  that  the  plan  will  have  to  be  modified.  At 
present  the  correspondents  of  eur  member  banks  in  Philadelphia,  in  consideration 
of  the  balances  kept  with  them,  will  collect  at  par  all  the  checks  now  going  through 
the  check-collecting  system.  It  is  believed,  however,  that  when  the  reserve  balances 
are  concentrated  in  the  Federal  Reserve  Bank,  the  reserve  city  banks  will  not  be 
able  to  do  this  work  without  charge,  and  then  our  members  will  be  glad  to  avail  them- 
selves of  some  such  system  for  the  collection  of  checks. 

The  matter  of  collection  of  checks  on  banks  outside  of  the  district  has  received  much 
consideration  from  the  officers  of  this  bank  in  conjunction  with  officers  of  other  Federal 
Reserve  Banks,  but,  as  has  been  announced,  no  plan  for  this  service  has  yet  been 
l>erfected. 

The  terms  made  by  UlftdMiliflMUiks  of  this  district  for  remitting  for  their  checks 
vary  from  par  t  ^^^  Checks  on  all  banks  that  are  members 
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of  the  check-collection  system  are  collected  at  par.  From  the  best  inf onnation  avail- 
able regarding  the  charges  made  by  the  other  member  banks,  outside  of  Philadel- 
phia, it  appears  that  about  80  per  cent  of  them  charge  one-tenth  of  1  per  cent; 
about  14  per  cent  charge  one-eighth  of  1  per  cent;  a  very  few  one-fourth  of  1  per  cent; 
and  a  small  number  one-twentieth  of  1  per  cent.  Many  banks  will  remit  at  a  lower 
rate  than  their  established  rates  when  the  sum  remitted  exceeds  a  certain  amount, 
say,  12,500  or  $3,000. 

The  remittance  rates  noted  above  have  prevailed  with  our  banks  for  years,  and 
with  the  exception  of  the  banks  that  have  joined  the  check-collection  system,  we 
can  not  discover,  that  any  appreciable  reductions  have  been  made  in  such  lates  smce 
the  clearing  system  of  the  Federal  Reserve  Bank  went  into  effect. 

WORK  OF  THE  AUDFTOR. 

Each  month  the  auditor  verifies  the  bank's  holdings  of  cash  and  securities,  and 
makes  a  report  in  person  to  the  board  of  directors  concerning  the  condition  of  the 
bank.  He  witnesses  all  entries  into  those  compartments  of  the  vault  used  by  the 
bank  for  keeping  the  larger  portion  of  its  reserves.  He  verifies  all  general  ledger 
entries.  The  daily  proof  sheets  of  all  the  departments  of  the  bank  are  delivered  inU) 
his  custody,  which  proof  sheets  he  checks  and  verifies.  He  keeps  the  stock  ledger 
of  the  bank,  and  audits  all  bills  for  supplies  and  other  items. 

The  auditor  also  makes  a  monthly  report  to  the  Federal  Reserve  Board  as  to  tbe 
holdings  of  the  Federal  Reserve  Agent  and  the  condition  of  his  accounts.  He  wit- 
nesses all  entries  into  the  vaults  occupied  by  the  Federal  Reserve  Agent,  and  checb 
all  entries  on  his  books. 

Operation  of  the  Office  of  the  Federal  Reserve  Aoent. 

As  required  by  the  Federal  Reserve  Act,  a  local  ofl5ce  of  the  Federal  Reeem 
Board  has  been  maintained  on  the  premises  of  the  bank  by  the  Federal  Resent 
Agent. 

The  statement  of  the  accounts  of  the  Federal  Reserve  Agent  as  of  December  U. 
1915,  is  as  follows: 

RESOURCES. 

Federal  Reserve  notes  on  hand |2, 680,  OCu 

Federal  Reserve  notes  outstanding 9, 160,000 

Gold  and  lawful  money  to  retire  Federal  Reserve  notes: 

Goldonhand 4,160,aD 

Credit  balance  with  Federal  Reserve  Board 5,000,OOi' 

Federal  Reserve  notes  sent  to  Comptroller  of  Currency  for  cancellation 

and  destruction 64O.00ii 

21,640,OOC 
liabiuties. 

Federal  Reserve  notes  from  Comptroller  of  Currency  (gross  amount) 12, 480,  O* 

Provision  for  redemption  of  Federal  Reserve  notes 9, 160,  f«*' 

21,640,01'' 

Attached  to  this  office  is  a  secretary  and  foiu:  assistants,  whose  principal  function; 
are — 

The  maintenance  for  the  bank  of  credit  files,  including  the  examination  and  panJU't- 
ing  of  statements  of  condition,  received  from  member  banks. 

Checking  statements  of  conditions  of  member  banks  as  to  changes  in  capital  etocii 
or  surplus  of  member  banks,  as  such  changes  affect  the  capital  of  this  bank. 
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Keeping  the  accounts  of  the  Federal  Reserve  Agent  and  the  preparation  of  the 
reports  to  the  Board. 

Collection  of  information  for  the  preparation  of  the  monthly  reports  to  the  Board  on 
bufiinesB  conditions. 

Preparation  of  various  kinds  of  statiBtical  and  analytical  reports  and  many  other 
miscellaneous  duties  in  connection  with  both  the  operation  of  this  office  and  the 
operation  of  the  bank. 

All  the  provisions  of  the  Federal  Reserve  Act  have  been  carefully  observed  by  the 
bank.  There  has  been  the  closest  cooperation  between  the  Governor  and  the  Federal 
Reserve  Agent,  who  have  together  passed  upon  practically  all  paper  offered  for 
rediscount,  all  purchases  of  bills,  warrants,  and  other  investments  that  have  beeu 
made,  and  have  conferred  upon  all  matters  affecting  the  policy  of  the  bank. 

Federal  Reserve  notes  to  the  amount  of  $9,800,000  have  been  issued,  of  which 
$640,000  have  been  returned  in  mutilated  condition  to  the  Comptroller  of  the  Cur- 
rency for  destruction,  leaving  a  balance  of  notes  outstanding  of  $9,160,000,  all  of 
which  are  covered  by  an  equal  amount  of  gold,  either  represented  by  United  States 
Treasurer's  gold  certificates  deposited  with  the  Federal  Reserve  Agent,  or  deposited 
with  the  Federal  Reserve  Board  for  the  credit  of  the  Federal  Reserve  Agent. 

As  is  well  known,  at  no  time  since  the  bank  was  opened  has  there  been  any  lack 
of  currency  in  circulation.  New  notes,  however,  have  been  scarce,  and  recently 
the  demand  for  notes  of  the  denomination  of  ten  and  twenty  dollars  for  pay-roll  pur- 
poses has  been  great,  and  it  is  due  to  theee  causes  that  we  have  been  able  to  circulate 
Federal  Reserve  notes.  The  demand  for  these  notes  keeps  up  and  the  increase  in 
the  circulation  of  Federal  Reserve  notes  may  continue  until  member  banks  are  unable 
to  part  with  any  more  gold  with  which  to  take  them  out.  The  gold  deposited  to  cover 
these  notes  is  so  much  gold  withdrawn  from  the  available  reserves  of  national  banks, 
and  if  the  issue  of  theee  notes  continues  it  will  sooner  or  later  have  an  effect  on  bank 
reserves.  The  gold  deposited  to  redeem  theee  notes  increases  the  loaning  power  of 
the  Federal  Reserve  Bank,  and  it  is  for  the  purpose  of  accumulating  such  a  fund 
of  gold  that  notes  are  issued. 

Reference  should  be  made  to  the  cost  of  printing,  issuing,  and  redemption  of  Federal 
Reserve  notes,  estimated  to  be  about  a  cent  a  note,  amoimting  in  the  aggr^ate  to 
$12,600  on  the  notes  issued,  which  cost  this  bank  has  to  bear.  These  notes  are  being 
substituted  for  and  taking  the  place  of  notes  that  were  issued  and  circulated  at  the 
expense  of  the  United  States. 

Our  operations  in  connection  with  the  issue  of  Federal  Reserve  notes  have  been 
very  much  facilitated  by  the  hearty  cooperation  of  the  officials  of  the  Subtreasury 
at  Philadelphia,  where  imissued  Federal  Reserve  notes  are  kept,  and  we  wish  to 
express  our  appreciation  of  their  services. 

Difficulties  Encountered  or  Problems  Presenting  Themselves  for  Solution 
IN  THE  Administration  op  the  Act  or  the  Board's  Regulations. 

Tt  was  found  that  there  was  considerable  misunderstanding  as  to  the  meaning  of 
that  part  of  circular  No.  2  and  regulation  B,  series  of  1915,  referring  to  obtaining 
written  statements  from  borrowers.  It  appeared  that  a  large  number  of  our  member 
banks  were  under  the  impression  that  no  obligation  was  eligible  for  rediscount  unless 
the  maker  had  filed  with  his  bank  figures  showing  his  financial  condition.  As  many 
of  the  banks  had  not  succeeded  in  obtaining  statements  from  their  depositors,  they 
believed  that  the  obligations  of  such  depositors  did  not  conform  to  the  r^fulation  de- 
termining eligible  paper  and  so  reported  to  us,  notwithstanding  that  the  bank  officers 
were  entirely  familiar  with  the  financial  condition  of  these  customers  and  felt  justified 
in  discounting  their  obligations.  Considerable  time  has  been  spent  in  explaining  this 
regulation  and  in  indicating  what  paper  is  eligible  for  discount,  but  at  the  same  time 
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effort  has  been  made  to  show  the  advantage  of  securing  written  statements  from 
borrowers  and  to  have  member  banks  adopt  that  practice. 

It  seems  well  to  encourage  member  banks  to  conduct  their  businesB  so  as  to  be 
able  to  take  advantage  of  their  Federal  Reserve  Bank,  and  to  that  end  the  bank  hg 
been  endeavoring  to  get  them  to  so  adjust  their  methods  and  practices  that  they  may 
have  on  hand  at  all  times  a  reasonable  amount  of  paper  eligible  for  rediscount.  The 
latest  reports  to  the  Comptroller  of  the  Currency  indicate  that  our  member  banb 
now  hold  considerably  more  paper  eligible  for  rediscount  than  formerly. 

As  is  well  known,  there  is  a  prejudice  on  the  part  of  many  member  banks  againat 
rediscounting,  but  as  the  sound  banking  principles  of  the  Federal  Reserve  Act  are 
better  understood,  it  is  expected  this  prejudice  will  disappear. 

We  have  observed  an  unfortunate  misunderstanding  by  member  banks  of  the  reeuh 
to  them  of  the  changes  in  the  reserve  requirements.  Undue  thought  is  given  to  the 
balance  carried,  without  interest,  in  the  Federal  Reserve  Bank,  but  no  considentioQ 
is  apparently  given  to  the  amount  of  reserves  released  and  to  the  great  reduction  In 
reserve  required  on  time  deposits.  It  is  hoped  that  proper  consideration  will  be  gireo 
to  this  matter,  so  that  it  will  be  realized  that  the  changes  in  the  reserve  requirementi 
actually  result  in  benefit  to  the  member  banks. 
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Appendix  I. 

BT-LAW8  OF  THE  FEDERAL  RESERVE  BANK  OF  PHILADEIfBIA. 

Article  1. — Directors. 

Section  I.  Quorum, — ^A  majority  of  the  directors  shall  constitute  a  quorum  for  the 
transaction  of  business,  but  leas  than  a  quorum  may  adjourn  from  time  to  time  until 
a  quorum  is  in  attendance. 

Sec.  2.  Vacancies. — ^Ab  soon  as  practicable  after  the  occurrence  of  any  vacancy  in 
the  membership  of  the  board  the  chairman  of  the  board  shall  take  such  steps  as  may 
be  necessaiv  to  cause  such  vacancy  to  be  filled  in  the  manner  provided  by  law. 

Sec.  3.  Meetings. — There  shall  be  a  re^nilar  meeting  of  the  board  every  second 
and  fourth  Thursday  of  each  month  at  10.30  o'clock  a.  m.,  or,  if  that  day  be  a  holiday, 
on  the  first  preceding  full  business  day.  The  chairman  of  the  board  may  call  a  special 
meeting  at  any  time  and  shall  do  so  upon  the  written  request  of  any  three  directors  or 
of  the  governor.  Notice  of  regular  and  special  meeting  may  be  given  by  mail  or  by 
telegraph.  If  given  by  mail,  such  notice  shall  be  mailed  at  least  three  days  before 
the  date  of  the  meeting.  If  given  by  tele^ph,  such  notice  shall  be  dispatched  at 
least  two  dajrs  before  tne  date  of  the  meeting.  Notice  of  anv  meeting  may  be  dis- 
pensed with  if  each  of  the  directors  shall  in  writing  waive  such  notice. 

Sec.  4.  Powers.— The  business  of  this  bank  shall  be  conducted  under  the  supervi- 
sion and  control  of  its  board  of  directors,  subject  to  the  supervision  vested  by  law  in 
the  Federal  Reserve  Board.  The  board  of  directors  shall  appoint  the  officers  and  fix 
their  compensation. 

The  board  may  appoint  legal  counsel  for  the  bank,  define  his  duties,  and  fix  his 
compensation. 

Sec.  6.  Special  committees, — Special  businesB  of  the  bank  may  be  referred  from 
time  to  time  to  special  committees,  which  shall  exercise  such  powers  aa  the  board 
may  delegate  to  tnem. 

0EC.  6.  Order  of  business. — ^The  board  ma^  from  time  to  time  make  such  regulations 
as  to  order  of  business  as  may  seem  to  it  desirable. 

Article  2. — Executive  committee. 

Section  1.  How  constituted. — ^There  shall  be  an  executive  committee  consisting 
of  the  governor,  the  Federal  Reserve  Agent,  and  one  or  more  directors,  chosen  from 
classes  A,  B,  or  C;  the  member  or  members  of  the  committee  chosen  by  the  board 
shall  serve  during  the  pleasure  of  the  board  or  for  terms  fixed  by  it.  Not  less  than 
three  members  ot  the  committee  shall  constitute  a  quorum  for  the  transaction  of 
business,  and  action  by  the  committee  shall  be  upon  a  vote  of  a  majority  of  those 
present  at  any  meeting  of  the  committee. 

The  committee  shall  have  power  to  fix  the  time  and  place  of  holding  regular  or 
special  meetings  and  the  method  of  giving  notice  thereot.  Minutes  of  all  meetings 
oi  the  executive  committee  shall  be  kept  by  the  secretary,  and  such  minutes  or 
digests  thereof  diall  be  submitted  to  the  members  of  the  board  of  directors  at  its 
next  succeeding  meeting.  Such  minutes  shall  be  read  to  the  meeting  if  required 
by  any  member  of  the  board. 

Sec.  2.  Powers. — Subject  to  the  sux)ervi8ion  and  control  of  the  board  of  directors, 
as  set  forth  in  article  1,  section  4,  the  executive  committee  shall  have  the  following 
powers: 

{a)  To  pass  upon  all  commercial  paper  submitted  for  discount. 

(b)  To  mitiate  and  conduct  open-market  transactions. 

(c)  To  recommend  to  the  board  of  directors  from  time  to  time  changes  In  the  dio- 
count  rate. 

(d)  To  buy  and  sell  securities. 

(e)  To  apply  for  and  provide  for  the  security  of  such  Federal  Reserve  notes  as 
may,  in  the  judgment  of  the  committee  or  of  the  board,  be  necessary  for  the  general 
requirements  of  the  bank. 

(f)  To  employ  or  to  delegate  to  officers  of  the  bank  authority  to  employ  clerks  and 
other  subordinates,  and  to  define  their  duties  and  fix  their  compensations. 

(g)  To  approve  bonds  furnished  by  the  officers  aod  flW^oyees  of  the  bank  and  to 
provide  for  their  custody.  j 

(h)  In  general,  to  conduct  the  businesB  ot  Jfer  the  supervision 

and  control  of  the  board  of  directors.  ^t 
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Articlb  3. — Officers. 

Section  1.  Officers . — The  board  of  directors  ahall  appoint  a  governor,  a  deputy 
governor,  a  secretary,  and  a  cashier,  and  shall  have  power  to  appoint  such  other 
officers  as  the  board  may  from  time  to  time  detennine  to  be  necessary  and  appro- 
priate for  the  conduct  of  the  business  of  the  bank.  The  offices  of  deputy  governor, 
secretary,  and  cashier,  or  any  two  of  them,  may  be  held  by  one  person,  in  the  dis- 
cretion of  the  board.  The  officers  chosen  by  tne  board  shall  hold  office  daring  the 
pleasure  of  the  board. 

Sec.  2.  Federal  Reserve  Agent. — ^The  Federal  Reserve  Agent,  as  chairman  of  the 
board,  shall  preside  at  meetings  thereof.  Ck>pies  of  all  reports  and  statements  made 
to  the  Federal  Reserve  Board  shall  be  filed  with  the  Federal  Reserve  Aeent. 

Sec.  3.  Deputy  Federal  Reserve  Agent. — In  the  absence  or  disabilitv  of  the  Federal 
Reserve  Agent  ms  powers  shall  be  exercised  and  his  duties  performea  by  the  deputy 
Federal  Reserve  Agent,  who  may  perform  such  other  services  as  shall  be  prescribed 
by  the  board  of  directors  not  inconsistent  with  his  duties  as  provided  by  law. 

Sec.  4.  The  Governor. — Subject  to  the  supervision  and  control  of  the  board  of 
directors,  the  governor  shall  nave  general  cnarge  and  control  of  the  businesB  and 
affairs  of  the  bank  and  he  shall  be  the  chairman  of  the  executive  committee.  He 
shall  have  power  to  make  any  and  all  transfers  of  securities  or  oth^  property  of  the 
bank  which  may  be  authorized  to  be  sold  or  transferred  bjr  the  executive  conunittee 
or  by  the  board.  The  governor  shall  have  power  to  prescribe  the  duties  of  all  subor- 
dinate officers  and  agents  of  the  bank  where  such  duties  are  not  specifically  pre- 
scribed by  law  or  by  the  board  of  direct(»9  or  by  the  by-laws.  The  governor  may 
suspend  or  remove  any  employee  of  the  bank. 

Sec.  5.  The  Deputy  Governor. — In  case  of  the  absence  or  disability  of  the  governor 
his  powers  shall  be  exercised  and  his  duties  discharged  by  the  deputy  govonor,  and 
in  case  of  the  absence  or  disability  of  the  deputy  govemw  the  board  shall  appoint 
one  of  the  other  directors  governor  pro  tem.  The  duties  of  the  deputy  governor 
shall  otherwise  be  such  as  may  be  prescribed  by  the  board  of  directors  or  by  the 
governor.  In  case  the  board  snail  deem  that  the  business  of  the  bank  requires  the 
appointment  of  one  or  more  assistant  deputy  governors,  it  shall  have  authority  to 
appoint  such  assistant  deputy  governor  or  governors  and  shall  prescribe  and  d^ne 
his  or  their  duties. 

Sec.  6.  The  Secretary. — ^The  secretary  shall  keep  the  minutes  of  all  meetiiifs  of 
the  board  and  of  all  committees  thereof.  He  shall  have  custody  of  the  seal  of  the 
bank,  with  power  to  affix  same  to  certificates  of  stock  of  the  ban&,  and  by  authority 
of  the  boara  or  the  executive  committee  to  such  other  instruments  as  may  from  time 
to  time  be  required.  The  board  of  directors  may,  in  the  absence  or  disability  of  the 
secretary,  or  upon  other  occasion  where  in  the  discretion  of  the  board  greater  con- 
venience can  be  attained,  appoint  a  secretary  pro  tem  or  empower  one  or  more  officers 
to  affix  the  seal  of  the  bank  to  certificates  of  stock  or  other  instruments.  The  secre^ 
tary  shall  perform  such  other  duties  as  may  from  time  to  time  be  prescribed  by  the 
board  of  directors,  the  executive  committee,  or  the  governor. 

Sec.  7.  The  Cashier. — ^The  cashier  and  at  least  one  other  officer  designated  by  the 
board  of  directors  shall  have  the  joint  custody  of  all  moneys,  investments,  and  securi- 
ties of  the  bank,  subject  to  such  rules  as  the  board  may  adopt  for  their  safety.  He 
shall  perform  such  other  duties  as  may  be  assigned  to  him  from  time  to  time  by  the 
executive  committee,  the  board  of  directors,  or  the  governor. 

Article  4. — Certificates  of  stock. 

Section  1.  Signature. — All  certificates  of  stock  or  of  payment  of  or  on  account  of 
stock  subscriptions,  shall  be  signed  by  the  governor  or  a  deputy  governor  and  the 
secretary  or  cashier,  or  such  other  officers  as  may  be  prescribed  by  the  board,  and 
such  certificates  shall  bear  the  corporate  seal. 

Article  5. 

Section  1.  Business  hours. — ^The  bank  shall  be  open  for  business  from  10  o'clock 
a.  m.  to  3  o'clock  p.  m.  on  each  day  except  Sundays  or  days  or  parts  of  days  eirtaUb- 
lished  as  l^;al  holidays. 

Article  6. — Amendments. 

These  by-laws  may  be  amended  at  any  regular  meeting  of  the  board  or  by  a  majority 
vote  of  the  entire  board:  Providedy  however y  That  a  copy  of  such  amendment  diafl 
^ave  been  delivered  to  each  member  at  least  10  days  prior  to  such  meeting. 
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Appendix  II. 

Table  nhawing  total  reaourcei  of  national  banksy  tmst  companies,  and  State  banks  in 

district  No.  3. 


Natknal  banks. 

Tnist  companies. 

Stata  banks. 

Total 

Number. 

Resources. 

Number. 

Resources. 

Number. 

Resources. 

resources. 

Ddaware 

NewJflney 

PflDDsylTBiiJa... 

24 

70 
533 

115,377,806 

81,811,107 

058,018,688 

17 

30 

170 

118,680,651 

43,388,848 

516,201,128 

5 

8 

117 

88,804,488 

0,167,035 

103,865,032 

$37,763,094 

134,367,800 

l,578i,  171(748 

Total 

1627 

1,055,107,600 

225 

578,360,627 

130 

116,838,356 

1,750,306,672 

>  As  of  September,  1015. 
Summary. 


Number 

insUtu- 
tions. 

Total  resources. 

tJuX^mf^  W^iW 

627 
225 
130 

81,065,107,600 
578,360,687 
116,838,355 

TruFt  companVw , 

State  banks 

Total 

082 

1,750,306,672 

Appendix  III. 

Classification  of  member  hanks  in  district  No.  S  according  to  resources  as  of  September  f , 

1915. 

Number. 

Banks  with  reaources  under  1100,000 2 

Banks  with  resources  of  $100,000  to  1200,000 63 

Banks  with  resources  of  $200,000  to  $300,000 69 

Banks  with  resources  of  $300,000  to  $500,000 119 

Banks  with  resources  of  $500,000  to  $2,500,000 312 

Banks  with  resources  of  $2,500,000  to  $20,000,000 64 

Banks  with  resources  over  $20,000,000 8 

Total 627 
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Appendix  IV. 
Eamingay  losses ,  and  dividend  rates  in  1914  of  the  628  member  hanks  now  in  district  No.  3, 


Amount  of  earn- 
ings  

Amount  of  losses: 
Through  bad 
debts,  etc... 
Net  loss  be- 
fore  pay- 
ment of  divi- 
dends  


Number  of  banks 
paying  follow- 
ing dividends: 

2i>eroent 

2iperoent... 

Speroent 

4  per  cent... 
Hperoent... 
6per  cent . . . 
5$peroent... 
6  per  cent... 
6i  per  cent... 

7peroent 

7iperoent... 

Speroent 

8i  per  cent... 

Qperoent 

9jf  per  cent... 

10  per  cent... 

11  per  cent... 
12peroent... 
12i  per  cent.. 

13  per  cent... 

14  per  cent... 

15  per  cent... 

16  per  cent... 

18  per  cent... 

19  per  cent... 

20  per  cent... 
22  percent.. 

24  per  cent... 

25  per  cent... 
28  per  cent... 
30  per  cent... 
40  per  cent... 


Number  of  banks 
not  reporting 
any  dividend... 

Total  num- 
ber of 
banlcs 


Classification  of  banks  aooording  to  capital  and  surplus. 


Under 
$200,000 


12,356,000 


049,229 


51,450 


6 
2 

•8 

30 
3 

27 
5 
105 
1 
9 
1 

58 
0 
4 
1 

36 
1 

22 
1 
0 
1 
3 
6 
0 
0 
2 
0 
0 
0 
0 
1 
0 


71 


404 


1200,000  to 
$500,000. 


12,644,684 


838,537 


48,390 


0 
0 
1 
0 
0 
4 
0 

13 
0 
3 
0 

28 
1 
3 
0 

36 
0 

20 
1 
0 
7 
4 
8 
3 
1 
7 
0 
1 
1 
0 
1 
0 


146 


1600,000  to 
$1,000,000. 


$1,788,156 


548,381 


24,792 


0 
0 
0 
1 
0 
0 
0 
7 
0 
1 
0 
7 
0 
0 
0 
9 
0 
11 
0 
0 
5 
2 
1 
0 
0 
0 

1 
1 

0 

1 

0 

1 


$1,000,000  to|$l  ,500,000  to|$3,000,000  to 
$1,500,000.     $3,000,000.    $9,000,000. 


$825,709 
236,175 


0 
0 
0 
0 
0 
0 
0 
1 
0 
0 
0 
0 
0 
0 
0 
2 
0 
4 
0 
1 
0 
0 
2 
0 
0 
3 
0 
0 
0 
0 
0 
0 


50 


13 


$1,045,477 
217,638 


0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
3 
0 
0 
0 
0 
0 
2 
0 
0 
1 
0 
0 
0 
0 
0 
0 
0 
0 
1 
0 
0 


$2,364,879 
1,940^966 

282,763 


0 
0 
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0 
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0 
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0 
1 
0 
0 
0 
0 
0 
1 
0 
1 
0 
0 
1 
0 
4 
0 
0 
0 
0 
0 
0 
0 
0 
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$11^023,706 
4,430,926 
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Appendix  V. 

Comparimm  of  importarU  items  in  BtaUmenU  of  member  hanks,  showing  relative  growth 

during  the  past  year. 


Total 

Loans  and  discounts 

United  States  bonds 

Other  bonds  and  securiUes 

Deposits  (inclndlng  due  to  reserve  agents 

and  other  banks) 

Due  from  Federal  Reserve  Bank 

Lawful  money  reserve  In  bank 

Rediscounts  and  bills  payable 

National-bank  notes  outsundlng 

Letters  of  credit  and  acoeptanoes 

Excess  reserves 


Statement  of  condition. 


Dec.  81, 1914. 


1979,760,179 

613,371,368 

61,347,659 

173,742,289 


W,  888,  105 
6,128,975 
60,071,279 


Sept.  2, 1916. 


81,056,107,601 

627,798,684 

61,438,260 

196,682,225 

790,464,311 
19,442,560 
48,299,070 

8,526,367 
68,278,134 

6,107,283 
76,836,182 


175,347,611 

14,427,216 

190,610 

24,839,936 

72,867,629 
4,121,617 


$2,589,006 
1,603,608 
1,793,145 


1  Not  shown. 
Note.— The  figures  as  of  Dec.  31, 1914,  are  for  the  627  banks  which  were  in  the  district  on  Sept.  2, 1916. 


Appendix  VI. 

Table  showing  for  each  month  the^  amount  and  denomination  of  Federal  Reserve  notes 

issued  and  destroyed. 


Month. 


November. 


1914. 


Jannary... 
Februvy.. 
March..... 
Audi 

juy 

June 

July 

August 

September. 
October... 
November. 
December. 


1915. 


Denominations  issued— 


5's. 


8600,000 


10*3. 


8240,000 


20's. 


Total 
amount 
issued. 


1740,000 


Total 
amount 
returned 
to  comp- 
troller 
fordestrtMy 
tion. 


ToUl 


620,000 
660,000 
420,000 
620,000 
480,000 


320,000 
420,000 


360,000 
340,000 
160,000 
200,000 
640,000 
730,000 
990,000 
400,000 


400,000 
480,000 
730,000 
480,000 


980,000 

800,000 

660,000 

730,000 

1,630,000 

1,200,000 

1,960,000 

1,300,000 


3,840,000  I    3,880,000 


2,060,000 


9,800,000 


120,000 
40,000 
20,000 
40,000 
60,000 
40,000 

100,000 
70,000 

160,000 

100,000 


640,000 
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AlTlNDIZ  VII. 

Tablt  Aowing  Jor  eaiA  month  the  mwuTit  of  6iUt  ditanatied /or  TTiemio-  banh,  Uit 
ditcounttd  bought,  warrimU  bought,  tjniua  SiaUM  bondt  bought,  touJ  fundi  inmui, 
and  the  numb^  of  member  hankt  accominodaUd. 


If  am 

bKOtDMObvll 

" 
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HoDth. 
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s 
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1 
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-^ 

Tot»l.... 

9,S8a,«4 
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23.7W,7OT 

"1  " 

he  ealndcr  year  1915:  t 
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Tbbfe  o/  atablithed  rate*  of  dnaoowU  of  the  hrnii. 
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Appendix  XII. 


Table  thawing  the  rewlU  of  the  operation  of  the  check-collection  system. 

NYimTMr  of  mfimber  banks  In  the  collection  system  Dec.  31 ,  1915 119 

Nnmlwr  of  additions  since  the  inangiintlon  of  the  system 10 

Number  of  withdrawals  since  the  inaugoration  of  the  system 10 


Month. 


July... 

Angnst 

September. 
October.... 
November. 
December. 


1915. 


Average  per  month. 


Ayenga  number  and  amount  of  items  received  daily. 


On  city  banks. 


Num- 
ber. 


754 
630 
850 
834 
1,002 
1,149 


871 


Amount. 


8879,407 
958,474 
1,082,466 
1,169,971 
2,070,382 
2,303,422 


1,410,687 


On  country 
banks. 


Num- 
ber. 


4,388 

4,150 
4,014 
4,415 
4,634 
4,826 


4,405 


Amount. 


8318,973 
298,817 
310,044 

358,  on 

305,675 
429,960 


351,927 


On  other  Federal 
Reserve  Banks. 


Num- 
ber. 


87 
48 
60 
60 
86 
90 


61 


Amount. 


8766,015 
704,906 
1,196,780 
1,407,372 
1,914^964 
1,965,924 


1,342,494 


Cross  totals. 


Num- 
ber. 


5,179 
4,823 
4,923 
5,309 
5,722 
6,065 


5,337 


Amount. 


81,963,305 
2,063,197 
2,589,290 
2,935,433 
4,381,021 
4,719,806 


3,105,107 


Total  amount  of  credit  side  of  "due  to''  accounts  with  other  Federal  Reserve  Banks,  showing  total 
amount  received  and  credited  to  other  Federal  Reserve  Banks  for  the  year  ending  Dec.  31, 1915:  Total 
nuOl  received  for  credit,  $175,297,108. 

Total  amount  of  debit  side  of  "due  from"  accounts  with  other  Federal  Reserve  Banks,  showing  total 
amount  sent  out  and  charged  to  other  Federal  Reserve  Banks  for  the  year  ending  Dec.  31, 1915:  Total 
mail  sent  out  for  our  credit,  $288,971,936. 


DISTRICT  NO.  4— CLEVELAND. 


D.  C.  WiLUiy  Chainnan  and  Federal  Reserve  Agent. 


Annual  Rsport  fob  1915  of  the  Fbdbral  Resebvb  Bank  of  Cleveland. 

A  sound  basis  has  been  established  for  the  successful  administration  of  the  Federal 
reserve  system  in  the  fourth  district.  The  officers  and  directors  of  the  Federal  Reserve 
Bank  of  Cleveland  have  devoted  themselves  with  zest  to  their  task,  with  full  appre- 
ciation of  a  great  opportunity  and  stimulated  by  the  many  absorbing  problems  of  the 
first  year.  In  the  retrospect  the  year  appears  to  have  been  well  spent  in  laying  safe 
foundations  for  future  usefulness,  as  well  as  rendering  welcome  service  whenever  any 
opportunity  for  such  service  has  been  developed. 

organization. 

Upon  the  announcement  of  the  date  upon  which  the  bank  was  to  b^gin  operations 
the  directors  of  the  Federal  Reserve  Bank  of  Cleveland  devoted  themselves,  through 
frequent  meetings,  to  the  task  of  getting  together  the  nucleus  of  an  oiganization  and 
securing  suitable  quarters.  We  were  fortunate  in  obtaining  comparatively  inex- 
pensive yet  adequate  quarters  in  a  building  located  on  the  most  prominent  comer  in 
( leveland,  with  favorable  arrangements  for  such  expansion  as  might  prove  necessary. 
One  of  the  chief  advantages  of  the  space  that  was  secured  is  a  modem  vault — one  of 
the  strongest  in  the  State  of  Ohio. 

Attention  was  naturally  first  directed  to  securing  a  capable  force  to  handle  the  laige 
amounts  of  cash  to  be  received  for  initial  capital  payments  and  reserve  deposits. 
Cleveland  and  Pittsburgh  banks  generously  loaned  the  services  of  a  number  of  men, 
with  whose  assistance  the  small  initial  staff  which  the  bank  had  secured  was  able  to 
count,  assort,  and  store  this  cash  without  loss  or  error. 

The  opening  took  on  almost  the  character  of  a  celebration,  and  the  attendance  was 
laigely  stimulated  by  the  action  of  a  Cleveland  member  bank  which  invited  the 
officers  of  every  member  bank  in  the  district  to  attend  a  luncheon  on  the  opening  day. 

Following  the  opening  the  officers  and  directors  proceeded  with  the  organization 
until  a  staff  of  30  employees  had  been  assembled.  Considering  the  haste  which  was 
necessary  in  its  selection,  surprisingly  few  changes  have  been  necessary  in  the  staff, 
which  consists  at  present,  in  addition  to  the  govemor  and  chairman,  of  a  secretary- 
cashier,  one  assistant  cashier,  an  assistant  to  the  Federal  Reserve  Agent,  a  genend 
administrative  assistant,  an  auditor,  a  chief  accountant,  a  loan  and  discount  clerk, 
a  chief  teller,  and  20  other  employees,  including  bookkeepers,  tellers,  transit  clerks, 
stenographers,  vault  custodian,  guard,  etc. 

The  by-laws  adopted  by  the  directors  followed  the  usual  form  of  such  instmments, 
being  especially  drafted  with  the  aim  of  centering  the  responsibility  of  operating  the 
bank  on  the  executive  committee  and  the  officers.  An  executive  committee  of  five 
members  was  decided  apoiii  and  rotation  is  observed  in  appointments  to  that  commit- 
tee, all  diiecloakitiljhliiver  class,  being  eligible.  With  this  arrangement  it  was 
considered  VOOtJBif/r^^  ^or  regular  meetings  of  the  entire  board  of  direc- 

tors m'^  'jonth.    The  executive  committee  adopted  the 
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rule  of  a  regular  weekly  meeting,  and  the  personnel  of  the  conunitlee  ii  ao  unused 
that  a  quoruiq  is  always  quickly  available  to  pass  on  discounts.  The  penoimel  it 
the  first  board  of  directors  of  the  Federal  Reserve  Bank  of  Cleveland  baa  truly  ncr^ 
eenled  the  three  classes,  viz,  the  member  banlm,  the  businees  interests  oE  the  districi, 
and  the  Federal  Reeerve  Board ;  and  tbe  plan  has  so  far  worked  to  good  adv«Usp. 

BUSlNBHa   CONDITIONS   DOKINO  THB   TEAK. 

The  fourth  Federal  reserve  district  is  largely  self-contained,  with  only  Hli|:hi  m- 
Bonal  demand  tor  crop  movements,  with  large  industriee  possessed  of  ample  Tnrbti 
capital  for  most  ordinary  requirements,  with  municipalitiee  only  beginning  to  finaifr 
current  needs  by  short^time  borrowings,  and  whoae  considerable  volume  of  eipl 
and  import  business  has  hitherto  been  conducted  throu^  banks  in  New  York  lod 
other  seaboard  cities. 

In  adistrict  whose  most  noteworthy  industry  is  the  production  of  steel  and  i«  pt>l 
ucts  of  machinery,  etc.,  the  country-wide  depreaeion  at  the  time  of  the  openir^'f 
tbe  bank  and  for  some  months  thereafter  was  particularly  marked.  The  least  acti^? 
season  of  many  years  for  the  traffic  of  the  Great  Lakes  was  just  closing;  the  coal  Indt 
was  suffering,  not  only  from  general  depression  but  also  from  local  labor  difficult^: 
and  practically  all  of  the  many  diversified  industries  of  llie  district  were  at  low  eU: 
Most  of  the  crops  of  the  district  had  been  marketed,  except  tobacco,  in  wtirb  iht 
situation  was  far  from  normal;  some  of  the  movement  of  live  stock  had  been  held  nf 
by  the  quarantine  due  to  the  foot-and-mouth  disease ;  and  these  wen  the  only  pn»  I 
ing  needs  reflected  in  the  early  discounts  of  the  bank. 

The  amount  of  the  Aldrich-Vreeland  currency  in  the  district  was  at  its  he^i, 
being  then  at  about  twenty-e^t  millions.  The  retirement  of  this  currency  brpn 
and  continued  without  disturbance,  and  even  the  withdrawal  from  circulation  of  ilii! 
large  amount  produced  a  very  small  demand  for  the  funds  of  the  Federal  Rwr-f 
Dank,  reflecting  the  unusual  and  increasing  ease  in  the  money  market. 

The  spring  and  summer  months  did  not  develop  any  new  demand  for  funds.  Tb' 
slightly  increased  demand  in  the  fall  in  portions  of  the  district  where  agricultun'  r 
the  principal  industry  absorbed  only  a  part  of  the  uninvested  funds  of  the  banb  i' 
rooet  Bucb  localities. 

This  district  has  had  a  very  large  share  in  the  recent  business  revival,  but  mu'i 
of  the  new  businesB  has  been  financed  oufaide  tbe  district,  and  in  many  casw  I"- 
brought  actual  cash  from  outside  markets  with  tbe  orders.  Tbe  liquidated  coediiioi 
of  our  manufacturers  and  merchants  bos  further  minimized  their  credit  needs,  wi 
their  limited  requirements  have  only  partially  absorbed  the  large  excess  of  loanaM^ 
funds  in  our  member  banks.  This  situation  has  recently  been  intensified  by  the  fi^ 
of  some  large  manufacturing  enterprises  to  eastern  corporations— a  transfer  vhirb 
has  brought  into  the  district  a  very  considerable  volume  of  outside  funds. 

INFLDBNCK   OF  THB   BANK   ON    BUSINBSB   AND   BANKINQ. 

Of  course  in  all  of  these  situations  tbe  existence  of  tbe  Federal  Reserve  Bank  I* 
certainly  created  or  strengthened  a  feeling  of  confidence  among  the  member  bant^- 
as  well  as  State  banks— in  fact  in  all  credit  agencies.  Beyond  queetion  the  feet  thai 
the  bank  was  established  and  equipped  for  service  was  a  safeguard  against  buiS 
extremee  of  caution  and  fear  as  would  otherwise  have  been  inevitable  in  such  a  perid 
of  uncertainty  and  disturbed  conditions  abroad.  Still  more  important,  however,  i- 
the  fact  that  the  member  banks  are  rapidly  becoming  fully  alive  to  the  poeaibiliii^ 
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them  opportunities  to  improve  their  own  situation  and  the  condition  and  methods  of 
their  own  customers.  Our  member  banks  now  have  a  greater  proportion  of  their 
assets  in  liquid  loans  than  ever  before,  and  this  is  evidence  that  the  Federal  reserve 
system  has  already  performed  an  invaluable  and  momentous  service,  which  does 
not  show  itself  in  the  earnings  of  the  bank.  That  this  service  has  been  rendered  in 
district  No.  4  is  evidenced  by  the  following  comparison  of  paper  eligible  for  redis- 
count with  the  Federal  Reserve  Bank  reported  by  member  banks  in  the  called  state- 
ments of  December  31,  1914,  and  November  10,  1915. 

EligibU  paper  reported. 

Dec.  31, 1914 $105,601,500 

Nov.  10,  1915 127,628,700 

Increase  (about  21  per  cent) 22,027, 200 

The  total  demand  deposits  of  the  member  banks  of  this  district  on  November  10, 
as  reported  to  the  comptroller,  were  approximately  $712, 000, 000.  This  $127, 600, 000 
of  rediscoun table  paper,  therefore,  means  an  addition  to  the  inmiediately  convertible 
assets  of  our  member  banks  of  18  per  cent  of  their  deposits  subject  to  ciJl. 

EARNINGS  AND  EXPENSES. 

Although  there  has  been  so  little  occasion  for  employing  the  funds  of  the  Federal 
Reserve  Bank  of  Cleveland  in  any  of  the  channels  permitted  under  the  Federal 
Reserve  Act  and  the  regulations  of  the  Federal  Reserve  Board,  nevertheless  the  rev- 
enues already  earned,  with  earnings  accruing  from  early  maturities,  will  be  more 
than  sufficient  to  cover  the  current  expenses  for  the  first  year  of  operation.  The 
expenses  of  this  bank  have  been  less  in  proportion  to  the  amount  of  its  capital  than 
those  of  any  other  Federal  Reserve  Bank,  with  the  exception  of  one  which  has  been 
able  to  avail  itself  of  the  services  of  a  subtreasury  located  in  the  same  city. 

On  May  17,  the  first  day  on  which  the  50  per  cent  of  our  capital  stock  was  fully 
paid,  th.e  bank  had  less  than  57  per  cent  of  its  paid-in  capital  in  revenue-producing 
assets.  On  December  31  this  ratio  had  risen  to  110  per  cent.  The  following 
table  shows  the  salient  features  of  the  operations  of  the  bank  for  the  year: 

Funds  invested  and  earnings. 


Bills  diaooimtttl  OMmbcrs: 

1014  (U  months) 1(176,368.10 

1915... 4,526,036.52 


Bills  disoounted— bought:  ^  _ 

Accoptances  of  Donmembor  banks 2,472,876.78 

AooeptanosB  of  momber  banks 489,897.12 


Investments— Warrants,  etc.:  ^    ^^  ^ 

Cities 6,414,160.81 

Toiwnships 36,587.50 

Counties 249,916.97 

Stotes 104,302.42 


United  States  Government  bonds: 

Twos  of  1990 400,000.00 

Threes  of  ldl8 1,187,000.00 

Fours  of  1985 770,000.00 


Total 


Total  loans, 
etc. 


16,201,304.62 
2,962,773.00 


6,804,06(7.70 


2,357,000.00 


17,325,167.46 


Total  rev- 
enue. 


834,100.51 


13,303.60 


72,818.63 


15,515.86 


1135,738.60 


136,562.57 


Average 

rate 
(1915). 


1  Of  these  ravannes,  121,387.94  has  not  accrued. 


4.52 


2.22 


2.93 


2.50 


3.01 
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Eipeiua. 
Oramization: 

Our  proportion  expexises  Federal  R«86rv6  Board tll,Mi.l4 

Federal  Keserve  Bank  o£  Cleveland 15,8K.I2 

Furniture  and  equipment  (includes  vault  equipment,  19,590^) aD,l£'.0§ 

Total S7,»4.M 


Amoont. 


Current: 

Our  iffoportlon  expense  Federal  Reserve  Board  from  June  80, 1015 . 

Cost  of  Federal  Reserve  notes— issued 

Federal  Beserve  Bank  of  Cleveland 


Total. 


permoatk 


$11,900.00 

9,014.25 

112,707.30 


133,622.15 


si,«a.43 


i 


10,«I.S4 


Membership. 

Number  of  member  banks  Nov.  16,  1914 762 

New  banks  organized 3 

State  bank  admited 1 

Transfenred  from  district  No.  5 5 


Closed  by  Comptroller  of  the  Currency 4 

liquidated 5 

Number  member  banks  Jan.  1,  1916 

Distribution: 

In  reserve  cities 45 

In  other  than  reserve  cities 717 


771 

9 

782 


762 


Distribution  according  to  assets:      ' 

Under  1100,000  assets 3 

$100,000  to  $200,000 & 

$200,000  to  $300,000 101 

$300,000  to  $500,000 147 

$500,000  to  $2,500,000 357 

$2,500,000  to  $20,000,000 

Over  $20,000,000 10 


,"> 


REDISCOUNT  POLICY. 

In  fixing  rediscount  rates,  the  directors  of  the  Federal  Reserve  Bank  of  CleA'^eland 
have  recognized  that  serious  evils  can  follow  a  rate  that  is  too  low,  as  well  as  a  rat€ 
that  is  too  high,  and  that  the  desire  to  obtain  buaineaB  is  not  the  only  consideration, 
nor  should  it  be  the  ruling  consideration  of  a  Federal  Reserve  Bank,  whose  f  unctiosi 
should  properly  be  regulatory  of  general  money  rates.  The  rates  established  during 
the  early  months  of  the  operation  of  the  bank  were  properly  somewhat  lower  tlixD 
those  hitherto  offered  by  some  of  the  laigest  city  banks  in  this  district.  These  rates 
did  not,  however,  produce  a  large  volume  of  rediscounts  in  the  Federal  Reserve  Bank. 
but  decreased  the  charges  of  some  banks  which,  in  rediscounting  for  or  lending  to 
their  country  correspondents,  met  our  rates.  It  was  not  to  be  expected  that  all  of 
such  rediscounts  should  immediately  be  transferred  from  member  banks  to  tht: 
Federal  Reserve  Bank,  and  our  directors  have  felt  that  it  would  be  imptofMr,  ev^n 
aside  from  the  consideration  of  country- wide  welfare,  to  reduce  the  ralea  i||  midL  a 
point  as  would  produce  keen  criticism  and  antagonism  on  the  part  oi 
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banks,  without  either  appreciably  increeflmg  the  eamingB  of  the  Federal  Reeerve 
Bank  or  promoting  the  best  interests  of  the  borrowing  public.  With  the  exception  of 
the  very  justifiable  special  rates  for  trade  acceptances  and  exceedingly  short-time 
loans,  therefore,  our  lowest  rate  has  remained  at  4  per  cent  for  paper  maturing  within 
60  days,  4^  per  cent  for  paper  maturing  within  90  days,  and  6  per  cent  for  agricultural 
and  live-stock  paper  maturing  within  six  months. 

The  bank  has  had  395  discount  transactions  with  88  member  banks,  these  transac- 
tions being  distributed  as  follows: 


Kmtiioky 

Ohio 

Pmnsylvanla. 
WflstVlrgliila. 


Total. 


1014. 


Nnmber 
banks. 


8 
10 

4 


17 


Amount 
disooimted. 


068,005.20 
177,020.53 
230,140.28 


075,208.10 


1015. 


Number 
banks. 


10 

88 

25 

2 


81 


Amount 
discounted. 


$1,150,483.87 

1,018,171.01 

1,410,775.00 

31,006.06 


4,520,030.52 


At  the  time  of  rediscotmting  the  maturities  of  the  paper  handled  were  distributed 
as  follows:  Thirty  days,  27  per  cent;  60  days,  44  per  cent;  ninety  days,  22  per  cent; 
beyond  90  days,  7  per  cent. 

From  the  called  statements  of  November  10  the  following  data  of  the  borzowingaof 
member  banks  in  this  district  have  been  compiled: 


with  banks  outside  of  district . 
With  other  banks  hi  district. . . 
With  Federal  Resenre  Bank. . . 


Total 

Per  cant  with  Federal  Reserve  Bank 

Per  cent  of  rediscounts  in  district  with  Federal  Reserve  Bank 


Bills  payable. 


81,090,825 
2,180,302 


3,207,187 


Redbooimts. 


1820,005 
044.178 
540,101 


1,500,084 
35.0 
45.0 


Total. 


81.347,520 

2,824,540 

540,101 


4,712,221 
il.5 


FEDERAL  REBEKVB  NOTE  ISSUES. 

The  bank  has  readily  and  willingly  lent  itself  to  the  service  of  impounding  gold 
through  the  issuing  of  Federal  Reserve  notes,  for  which  dollar  for  dollar  in  gold  has  been 
retired  into  the  vaults  of  the  Federal  Reserve  Agent.  The  quick  withdrawal  of  the 
Aldrich-Vreelaad  emeigency  currency  naturally  necessitated  the  substitution  of 
Federal  Reserve  notes  in  part,  and  the  demand  for  currency  in  pay-roll  denominations 
has  been  met.  The  bank  has  outstanding  at  the  close  of  the  year  $11,000,000  of  Federal 
Reserve  notes. 

OPEN-MARKET  POUCY. 

The  Federal  Reserve  Bank  of  Cleveland  has  confined  its  dealings  in  open-market 
transactions  to  the  purchase  of  bankers'  acceptances  based  on  the  importation  and 
exportation  of  goods,  which  have  been  shared  with  us  by  f^ederal  Reserve  Banks  on 
the  seaboard,  and  the  purchase  of  warrants  of  municipalities  and  other  political  sub- 
divisions. No  other  paper  has  been  purchased  without  the  indorsement  of  a  member 
bank.  Our  board  of  directors  has  been  actuated  by  the  conviction  that  in  such  an 
easy  money  market  this  bank  should  guard  against  the  effect  which  might  be  pro- 
duced by  undue  eagemesB  to  invest  the  funds  of  the  Federal  Reserve  Banks  at  vety 
low  rates  through  apflmi  imJp|^^Mnnm  tinnii 
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COLLSOnON  FACnJTIBS. 

Our  directors  have  shAred  with  the  officers  of  the  bank  the  desire  to  extend  the 
clearing-houfie  functions  as  rapidly  as  is  consistent  with  sound  practice  and  justice  to 
the  member  banks.  At  no  time  has  it  been  felt,  however,  that  it  would  be  proper  to 
attempt  to  force  upon  member  banks  the  obligations  of  immediate  credit  and  debit 
at  the  Federal  Reserve  Bank,  and,  in  common  with  most  of  the  other  Federal  Reeerve 
Banks,  we  have  made  membership  in  the  collection  system  purely  voluntary,  pendiz^ 
the  determination  of  the  rights  and  duties  of  member  banks  under  the  act.  Through 
the  operation  of  the  gold  settlement  fund  at  Washington  our  directors  have  felt  war- 
ranted in  extending  to  ''assenting  banks  "  the  privilege  of  transferring  excess  balances 
to  the  principal  centers  by  request  to  this  bank,  as  well  as  the  privilege  of  remitting 
to  this  bank  their  drafts  on  correspondents  in  those  centers  to  restore  depleted  reserve 
balances. 

While  there  have  been  instances  of  banks  not  members  of  our  collection  system 
which  have  discontinued  the  assessment  of  collection  charges,  there  has  been  no 
general  movement  in  that  direction.  None  of  the  clearing  houses  in  this  district  have 
any  rules  governing  collection  charges,  and  therefore  the  amount  of  the  exchange  or 
collection  charge  is  a  matter  of  arrangement  between  the  individual  banks.  The  rate 
ranges  trom  one-twentieth  to  one-eighth  of  1  per  cent. 

The  following  table  will  show  the  progress  and  operation  of  the  intradistdct  clearing 

system  to  date: 

Tranatt  operaHorUy  daily  average. 


Month. 


June 

July 

August. . . 
September 
October. . . 
November 
December 


Aniocizit. 


S349,m5 
736,501 
606,900 
701,344 
826,272 

1,318,904 
918,985 


Number  of 
items. 


810 
1,644 
1,636 
1,756 
1,885 
1,980 
2,028 


From 
reserre 
citieB. 


\ 


,381 
1,494 
1,601 
1,677 
1,748 


From  all 

other 

b&nks, 

inclndinc; 

Federal 


cities. 


8 


254 


284 
303 
286 


To 
cities 


V> 


548 
407 
453 
436 


To  an 


banks, 

IndudinK 
FadM? 


cities. 


8i 


1,47B 
1,526 
l.f" 


i  No  record. 
Members  intradUtriet  collection  system. 


Date. 

Total. 

Banks  in 
reserve 
cities. 

Banks  in 
other 

June,  1915 

118 
118 

39 
38 

79 

December.  i915 

80 

OFFICIAL  RELATIONS. 

In  the  division  of  work  between  the  governor  of  the  bank  and  the  chairman  of  the 
board,  the  chairman  has,  of  course,  undertaken  as  Federal  Reserve  Agent  the  confi- 
dential custody  of  the  called  statements  of  member  banks,  has  assumed  supervision 
of  increases  and  decreases  in  subscribed  capital  stock,  has  supervised  the  work  of 
the  auditor,  has  kept  in  close  touch  with  conditions  in  the  district  through  correspon- 
dence and  otherwise,  and  has  given  some  attention  to  the  matter  of  publicity;  and, 
being  continuously  a  member  of  the  executive  committee,  has  been  glad  to  assist  the 
governor  in  some  of  the  features  of  the  operation  of  the  bank,  especiiUly  with  relation 
to  the  investment  of  its  funds.  A  spirit  of  cordial  cooperation  has  prevailed  betweeo 
the  two  offices. 
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The  directon  have  not  felt  that  the  opecatiQiui  of  the  bank  have  for  the  present 
required  the  election  of  a  deputy  governor,  and  this  fact  has,  of  couree,  placed  some 
added  leBponsibilltiee  on  the  other  officers. 

The  deputy  Federal  Reserve  Ageut  in  the  Federal  Reserve  Bank  of  Cleveland  is 
not  active,  and  has  been  called  upon  as  deputy  chairman  only  to  preside  at  meetings 
of  the  board  of  directors  in  the  absence  of  the  chairman. 

An  exceedingly  satisfactory  spirit  of  cooperation  has  been  established  between  the 
officers  of  the  bank  and  the  chief  examiner  of  the  district,  and  good  results  have 
already  been  obtained  through  this  cooperation. 

STATE  BANKS. 

The  advantages  of  membership  in  the  system  have  been  steadily  impressed  upon 
representative  State  banks,  and  seveial  important  institutions  are  known  to  be  very 
seriously  considering  membership;  one  application  for  membership  has  been  acted 
upon  favorably  by  the  Federal  Reserve  Board  as  this  report  goes  forward  and  the 
Guardian  Trust  and  Savings  Bank  of  Toledo  is  the  first  State  bank  member  in  Din- 
trict  No.  4.  The  standard  of  State  examinations  is  such  that  additional  examina- 
tion in  connection  with  applications  is  not  at  present  contemplated.  It  is  believed 
that  many  of  the  State  banks  will  in  time  come  to  realize  that  some  moral  obliga- 
tion rests  upon  them  to  assume  their  share  in  the  development  of  the  system  to  its 
utmost  possibilities. 

RELATIONS  WTTR  MEMBER  BANKS. 

The  bank  is  slowly,  but  we  believe  surely,  gaining  the  confidence  of  its  stockholders, 
the  member  banks  of  the  district.  There  has  been  very  little  evidence  of  any  hos- 
tility on  the  part  of  any  member  or  nonmember  banks,  and  it  is  my  judgment,  in 
which  I  am  confirmed  by  a  number  of  the  ablest  bankers  of  the  district,  that  the 
influence  of  the  system  in  facilitating  better  banking,  better  credit,  and  better  busi- 
ness generally,  has  already  been  very  marked  and  has  been  properly  valued,  and  that 
a  sure  foundation  has  been  laid  for  further  progress.  For  example,  the  growth  of  the 
trade  acceptance  system  seems  assured;  more  and  more  business  men  and  borrowers 
of  all  classes  are  realizing  the  importance  of  sure  knowledge  of  their  own  financial 
condition  and  the  sharing  of  that  knowledge  by  their  bank;  more  and  more  banks 
are  realizing  that  it  is  no  longer  necessary  or  desirable  to  curtail  loans  to  their  custo- 
mers when  such  loans  are  clearly  warranted;  and  the  lesson  is  being  rapidly  learned 
that  the  Federal  reserve  system  is  a  safe  bulwark  against  all  purely  money  stringen- 
cies except  those  that  result  from  improper  transactions,  and  that  the  system  offers 
the  best  incentive  and  the  best  opportunity  for  the  improvement  of  banldng  practice 
and  banking  methods. 

FIDUCIARY  POWBRa. 

In  acting  on  applications  for  fiduciary  powers,  our  directors  took  the  ground  that 
no  recommendation  should  be  made  for  permission  to  exercise  any  powers  other  than 
those  which  are  definitely  granted  by  the  State  laws;  but  this  has  been  modified 
under  the  regulations  of  Uie  Federal  Reserve  Board  to  the  extent  of  an  assumption 
that  a  power  not  definitely  prohibited  by  a  State  law  mig^t  be  presumed  to  be  per- 
mitted. The  following  fiduciary  powers  have  been  granted  to  member  banks  in  this 
district  on  the  recommendation  of  this  bank: 


Powers 


Trustee  only 

Registrar  of  stocks  and  bonds  only 

Trurtee  and  recistrar  of  stocks  and  bonds 

Trustee,  executor,  administrator,  and  registrar  of  stocks  and 


J 


238     ANNUAL  BEPOBT  OF  THE  FEDEBAL  BE6EBVE  BOABD. 

ELKCnON  METHOD. 

In  view  of  the  fact  that  the  method  of  representation  provided  for  in  the  thne 
claases  of  directors  hsm  so  far  worked  well  in  the  case  of  the  Federal  Reserve  Bank  (.i 
Cleveland,  no  pressing  necessity  is  apparent  for  a  change  in  the  eUgibiHty  quali^a 
tions  of  directors.  It  is  plainly  apparent,  however,  that  the  method  of  grouping  tk 
banks  into  three  classes  according  to  their  capital  and  surplus  is  ineffective  and  bk* 
not  brought  about  the  Intended  resu  It .  It  is  my  j  udgment  that  if  this  method  of  gTocjh 
ing  were  abolished  and  the  banks  were  all  to  act  together  in  elections,  the  amilk 
banks  would  be  likely  to  be  even  more  adequately  represented  on  the  directcratee  c 
the  Federal  Reserve  Banks  than  they  are  at  present.  The  difficulty  with  the  presec 
method  is  in  obtaining  intelligent  cooperation  among  the  classes  of  banks  whidi  s» 
supposed  to  have  a  community  of  interest,  but  which  actually  do  not  and  can  «i 
have  such  a  community  of  interest  in  the  widely  scattered  localities  throughout  ie 
districts. 

The  advantages  and  disadvantages  of  the  preferential  ballot  are  by  this  time,  pe^ 
haps,  sufficiently  understood.  If  this  method,  whose  advantages  may  be  suffident'^ 
warrant  its  retention,  is  to  be  retained,  I  think  it  is  essential  that  the  method  of  mst 
nation  should  be  changed,  at  least  to  the  extent  of  providing  that  in  order  to  be  pk?: 
upon  the  ticket  a  nominee  must  receive  the  indorsement  of  a  considerable  number : 
banks. 

COOPEBATION  WITH  OTHER  FEDERAL  RESERVE  BANKS. 

A  distinct  spirit  of  cooperation  between  the  12  Federal  Reserve  Banks  has  b^ 
developed,  not  only  by  the  policy  of  the  Federal  Reserve  Board «  but  also  thno^ 
the  conferences  of  the  governors  and  the  Federal  Reserve  Agents,  the  executi\'«coE^ 
ndttees  of  those  conferences,  and  the  joint  executive  conmiittees  of  both  of  them. 

DIFFICULTIES  IN   ADMINISTRATION   OF  FEDERAL  RESERVE   ACT. 

Such  difficulties  as  have  been  encountered  in  the  administration  of  the  fe6^ 
Reserve  Act  are  certainly  no  more  than  were  to  have  been  anticipated  in  the  woiid:^' 
out  of  any  new  establishment  of  such  size  and  moment,  created  by  a  single  pier^ 
legislation.  While  the  first  year's  operation  has  demonstrated  the  essential  soundL-^ 
of  the  principles  on  which  the  Act  was  founded  and  the  essential  wiadom  of  the  i 
itself  in  practically  every  important  particular,  yet  it  has  become  apparent,  of  cue:* 
that  some  of  the  details  must  be  more  clearly  enunciated  through  amendment?:  i:^ 
perhaps  some  minor  changes  will  be  sooner  or  later  desirable. 

DIFFICULTIES  WITH  REGULATIONS. 

It  would  be  folly  to  claim  that  no  difficulty  has  been  encountered  in  the  int^Tp:c> 
tion  and  operation  of  the  regulations  of  the  Federal  Reserve  Board.     There  u  ' 
doubt  that  the  Federal  Reserve  Board,  like  the  Federal  Reserve  Bank  of  Cle^-ek>'- 
has  endeavored  to  make  its  communications  as  reasonable,  as  simple,  and  as  e^^ 
understood  as  possible;  and  I  can  not  suggest  wherein  any  of  its  regulations  might  * 
improved .    1 1  is  also  obvious  that  a  number  of  regulations  were  necessary  at  the  i/c^' 
and  it  is  my  judgment  that  the  number  of  communications  to  member  banks  h«f  ><^- 
as  small  as  it  could  be,  and  that  an  even  greater  number  would  not  be  inexcus*^''' 
p^^rhapfl  undesirable.    Rightly  or  wrongly,  however,  many  of  our  member  banks  b 
felt  that  the  board's  regulations  were  ovemumerous  and  have  not  risen  to  the  ta.4 
grasping  thoroughly  the  purport  of  these  various  communications.    I  have  re*  -• 
thn  roiicluHion  tliat  only  time,  with  its  opportunities  for  personal  conference  *:•»- 
m '^nfllfifiR  frir  wtuftl  u«o  of  the  Federal  Reserve  Bank,  will  entirely  remedy  thb 
fOH^'H }  «i  Mil  1  }h«  o(U<*erH  and  directors  of  the  Federal  Reserve  Bank  of  Clevalaiid  ar  - 
Mt  Wkti  \tiv^\  lUwouragod  over  the  situation,  but  rather  feel  that  fuUy 
hM  liBttu  iitMt«i  M  <'oul(i  have  iKfcn  expected. 
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In  so  far  as  there  is  actual  dissatisfaction  with  the  system  on  the  part  of  member 
banks,  such  dissatisfaction,  I  believe,  arises  generally  on  the  following  three  points: 

1.  That  no  interest  is  paid  on  deposits  by  the  Federal  Reserve  Banks. 

2.  That  the  Federal  Reserve  Banks  will  not  rely  solely  on  the  indorsement  of  member 
banks  on  paper  submitted  for  rediscount. 

3.  That  the  system  threatens  the  reduction  of  profits  heretofore  obtained  through 
collection  charges,  and  conversely  threatens  to  withdraw  the  free  collection  of  items 
through  city  correspondents. 

These  tiiree  objections  result  from  the  present  unsound  practices  caused  by  the 
great  inducements  offered  to  correspondents  by  large  city  banks  competing  for  country 
bank  accounts.  They  can  not  be  justified  even  by  their  proponents,  and  every  one  of 
them  represents  an  evil  which  can  be  corrected,  and  will  be  corrected  by  strict  ad- 
herence to  the  principles  already  laid  down  by  the  new  system  in  these  respects. 
Time  and  education  will  prove  to  the  member  banks  and  other  banks  which  will 
become  members  that  their  condition  under  the  new  system,  with  these  unjustifiable 
privileges  withdrawn,  must  be  better  than  before. 

OUTLOOK. 

I  believe  it  to  be  the  opinion  of  close  observers  of  financial  matters,  whose  judgment 
lar^gely  makes  the  sentiment  in  this  district,  as  well  as  the  general  consensus  of  public 
opinion,  that  the  Federal  Reserve  Bank  of  Cleveland,  in  its  first  year  of  oi)eration,  has 
justified  all  expectations  which  could  reasonably  have  been  entertained  as  to  the  first 
results  of  the  establishment  of  a  new  banking  system  in  this  district.  The  first  year 
has  demonstrated  to  many  member  banks  that  the  system  offers  great  opportunities 
for  their  benefit,  but  that  some  action  is  incumbent  on  those  who  would  obtain  all  of 
the  available  advantages.  This  changing  of  the  general  attitude  of  passive  inertia  to 
one  of  active  cooperation  on  the  part  of  the  member  banks  and  their  ciistomeis  has  been 
perhaps  the  most  important  concern  of  this  bank,  and  it  is  evident  that  most  encourag- 
ing progress  has  been  made. 

The  Federal  Reserve  Bank  of  Cleveland  faces  the  future  with  confidence  that  a 
cordial  and  mutually  helpful  relationship  is  being  surely  established  between  itself  and 
its  member  banks,  and  that  the  number  of  its  member  banks  will  increase;  that  the 
new  system  is  already  effecting  remarkable  improvement  in  banking  and  business 
conditions  in  the  fourth  district,  and  that  the  continued  and  developing  service  of 
this  bank  can  not  fail  to  be  increasingly  helpful  to  its  members  and,  in  a  larger  sense, 
to  the  public. 
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William  Inole,  Chainnan  and  Federal  Reserve  Agent. 


On  May  18, 1914,  there  assembled  in  Richmond  the  representatives  of  five  banks  of 
the  district,  selected  by  the  organization  committee  to  execute  the  organization  cer- 
tificate of  the  Federal  Reserve  Bank  of  Richmond.  The  banks  whose  officers  joined 
in  executing  the  instrument  were — 

Merchants-Mechanics  National  Bank,  Baltimore,  Md. 

First  National  Bank,  Roanoke,  Va. 

Citizens  National  Bank,  Charleston,  W.  Va. 

Palmetto  National  Bank,  Columbia,  S.  C. 

Murchison  National  Bank,  Wilmington,  N.  C. 

On  the  same  day  there  was  held  in  Richmond  a  meeting  of  the  representatives  of  a 
large  number  of  the  national  banks  of  the  district,  for  the  purpose  of  agreeing  upon 
Bome  line  of  procedure  to  be  followed  in  electing  directors  in  the  reserve  bank.  It  was 
recognized  that  the  meeting  could  do  nothing  which  would  bind  even  those  banks 
whose  representatives  were  present,  but  it  was  thought  that  harmonious  action  would 
induce  general  acquiescence  in  any  plan  proposed  with  the  idea  of  simplifying  pro- 
ceedings under  the  provisions  of  the  law  relating  to  the  election  of  directors.  Six 
directors  were  to  be  chosen,  and  it  was  unanimously  agreed  that  one  should  be  named 
from  each  of  the  six  jurisdictions  composing  the  district.  The  meeting  without  dis- 
senting voice  recommended  that  member  banks  cooperate  in  an  endeavor  to  procure 
the  election  as  directors  of  the  following-named  gentlemen: 

Class  A:  Mr.  Waldo  Newcomer,  Maryland;  Mr.  John  F.  Bruton,  North  Carolina; 
Mr.  Edwin  Mann,  West  Virginia. 

Class  B:  Mr.  George  J.  Seay,  Virginia;  Mr.  James  F.  Oyster,  District  of  Columbia; 
Mr.  D.  R.  Coker,  South  Carolina. 

In  due  course  these  gentlemen  were  elected  with  substantial  unanimity.  The  Fed- 
eral Reserve  Board  named  as  class  C  directors  Mr.  William  Ingle,  of  Maryland,  as 
chairman  of  the  board  and  Federal  Reserve  Agent;  Mr.  James  A.  Moncure,  of  Virginia, 
as  deputy  chairman  and  deputy  Federal  Reserve  Agent;  and  Mr.  M.  F.  H.  (jouvemeur, 
of  North  Carolina. 

Pursuant  to  notice  from  the  Federal  Reserve  Board  the  chainnan  of  the  board  of  the 
Federal  Reserve  Bank  of  Richmond  called  upon  the  directors  to  meet  in  Richmond 
on  October  5, 1914,  for  the  purpose  of  effecting  permanent  organization.  All  of  the 
directors  were  present,  whereupon  Mr.  George  J.  Seay  was  elected  governor  of  the 
bank.  By-laws  were  adopted  and  an  executive  committee  of  three  was  provided  for. 
The  governor,  the  chairman,  and  Mr.  John  F.  Bruton  were  the  members  of  this  com- 
mittee.   Mr.  George  J .  Seay  was  elected  a  member  of  the  Federal  Advisory  Council. 

The  by-laws  of  the  bank  require  that  stated  meetings  of  the  board  of  directors 
be  held  on  every  alternate  Thursday.  They  further  provide  that  when  the  board  is 
not  in  session  a  majority  of  the  executive  committee  be  empowered  to  act  for  the 
board.  No  class  C  director  may  be  a  member  of  the  executive  committee,  other  than 
the  chairman  of  the  board. 

Many  hundred  tenders  of  service  were  received  from  within  and  without  the  district, 
and  it  was  difficult  so  to  discriminate  as  to  insure  tbe  engagement  of  high-class  men 
from  different  sections  of  the  district  and  at  tte'  ^  serious  disappoint- 

ment to  many  most  competent  applicants.    W  '  \  those  selected, 

as  all  have  been  diligent,  thoughtful,  and  «  ntried  field, 
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and  all  have  materially  aided  the  senior  officers.  As  the  busineas  of  the  bank  devel- 
oped, minor  and  subordinate  positions  were  filled  usually  by  young  men  or  womeL 
of  Richmond,  at  salaries  which  no  one  obliged  to  live  away  from  home  could  accep* 
Meanwhile,  on  November  16, 1914,  Mr.  Geoige  H.  Eeesee  was  elected  aaeistant  cuh 
ier,  and  later,  on  Jime  24,  1915,  was  made  cashier  of  the  bank.  Mr.  Keeeee  for  soot 
years  previous  to  his  selection  had  been  connected  with  the  Merchants  Natiisii 
Bank  of  Richmond. 

On  July  8,  1915,  Mr.  Charles  A.  Peple  was  elected  vice  governor  and  Mr.  W.  L 
Gadwallader  became  auditor. 

The  board  meets  on  alternate  Thursdays  and  when  especially  called  by  the  chaff- 
man,  the  governor,  or  any  three  of  its  directors.  Since  oiganization  there  have  bee: 
held  33  meetings,  at  which  there  was  present  86.19  per  cent  of  a  full  attendsK^. 
The  board  remains  in  session  four  hours  at  least,  or,  if  necessary,  most  of  a  foU  businef 
day.  Full  report  is  made  to  the  board  of  discounts  undertaken  since  its  last  meet- 
ing and  other  proceedings  of  the  executive  committee.  The  governor  reports  i: 
length  upon  matters  of  interest  either  past  or  prospective,  while  the  chairman  make* 
the  board  acquainted  with  all  matters  of  correspondence  with  the  Reserve  Boaid  ^i- 
ceptiog  those  of  strictly  routine  nature.  The  executive  committee  meets  daily,  l 
the  time  at  which  discount  offerings  can  be  properly  classified  and  otherwif«  p^^ 
pared  for  its  attention. 

EZPEBIBNGXS  IN  OpEBATION. 

Initial  payments  on  account  of  stock  and  reserve  deposits  were  made  substantiar^ 
all  in  gold,  of  which  some  $1,570,000  was  in  coin.  So  much  of  this  coin  was  old  asc 
had  long  been  held  in  bank-vault  reserves  that  there*  was  a  shortage  in  its  weid 
amounting  to  $859,  which,  imder  the  circimistances,  it  was  thought  best  to  perm.: 
the  bank  to  absorb.  Later  payments  were  accepted  when  made  in  current  ex<±aD|?. 
which  in  clearance  was  at  once  converted  into  gold. 

In  early  discount  operations  there  was  hesitancy  and  wide  criticism  on  the  pait  <. 
the  member  banks  of  definition  of  eligible  paper.  Possibly  it  was  fortunate  that  ^ 
necessities  of  the  time  practically  compelled  certain  members  to  rediscount,  bc  i. 
doing  so  it  was  learned  that  the  proceedings  offered  no  really  serious  difficulty.  I: 
consequence,  the  example  of  one  was  quickly  followed  by  others,  with  the  res^ 
that  226  banks  (Dec.  15)  which  have  so  used  the  reserve  bank  have  been  higU; 
appreciative  of  its  aid  and  methods. 

Clearance  undertakings  have  been  far  from  satisfactory.  Ninety  members  agreec 
to  cooperate  in  a  plan  proposed,  and  in  doing  so  made  a  material  sacrifice,  in  tb: 
their  attitude  of  helpfulness  was  taken  advantage  of  by  competing  member  banb 
not  assenting  to  the  plan.  At  this  writing,  notwithstanding  the  many  confereoos 
which  have  been  held  for  the  purpose  of  solving  the  problem,  actual  clearances  t 
a  wholesale  way  have  not  been  developed. 

Late  in  November  a  canvass  of  all  member  banks  was  made,  inviting  commer' 
and  criticism  of  both  the  Reserve  Bank  and  the  practical  working  of  the  law.  Tr? 
hundred  and  fifteen  members  responded,  many  at  length,  and  the  correspondei^re 
was  and  will  be  most  helpful.  CriticiBm,  almost  always  considerate  in  its  expresdr^: 
was,  when  offered,  directed  in  almost  every  case  either  to  the  failure  to  pay  int^et 
on  reserve  deposits  or  to  the  prospective  loss  of  collection  chaiges.  It  was  e>'id6C'^ 
that  many  such  members  had  not  properly  reflected  upon  the  relation  of  the  nt* 
subjects,  and  particularly  upon  the  bearing  of  the  new  law  upon  both,  nor  was  appi^ 
ciation  shown  in  most  cases,  of  the  effect  of  the  investment  of  released  reserve. 

Result  of  Opebations. 

The  first  paper  was  accepted  for  discoimt  on  November  25,  1914,  from  a  Soci^ 
Carolina  member.  The  discount  line  gradually  developed  until  its  maximios. 
$8,747,476.30,  was  reached  on  August  7,  1915.    Eanungs  accrued  slowly,  and  it  to 
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not  until  January  16,  1915,  that  their  total  equaled  charges  for  current  expensee, 
while  expenses  of  all  kinds  were  not  covered  by  earned  discount  until  April  2,  191*5. 
Not  in  a  single  instance  was  a  loan  solicited  during  the  entire  period  of  operation. 
B^inning  with  no  productive  assets  and  without  inviting  business  of  any  Idnd,  it  is 
gratifying  to  be  able  to  report  that  the  bank  was  enabled  to  pay  a  dividend  to  its 
shareholders  at  the  rate  of  5  per  cent  per  annum  on  the  average  of  their  interest  in 
the  stock  of  the  bank  during  the  14  months  ending  December  31,  1915.  It  is  fully 
realized  that  such  result  was  made  possible  for  the  reason  that  the  southern  portion 
3f  the  district  was  especiaUy  in  need  of  the  help  afforded  by  the  bank. 

Rates  of  Discount. 

The  establishment  of  an  initial  discount  rate  of  6  per  cent  was  followed  on  December 
I,  1914,  by  the  naming  of  lower  rates.  Later,  as  credit  became  easier,  it  was  possible 
-urther  to  shade  prices,  the  rates  at  the  close  of  the  year  being  in  essential  harmony 
vith  those  prevailing  in  all  districts.  Where  slight  differences  are  in  evidence,  they 
Lre  due  probably  to  a  desire  to  meet  special  conditions  in  particular  districts. 

In  accepting  paper,  the  officers  of  the  bank  constantly  have  had  in  mind  the 
itandards  set  in  the  regulations  of  the  Board.  Application  forms  used  in  submitting 
>aper  for  discount  were  prepared  with  the  idea  of  obtaining  very  full  information 
lot  only  of  the  liability  other  than  for  deposits  of  an  interested  member  bank,  but 
>f  the  character  and  value  of  the  paper  offered.  Where  a  member  reports  that  its 
idvances  to  a  single  customer  aggregate  $5,000  or  more,  a  business  statement  of  such 
[customer  is  obtained,  even  though  the  reserve  bank  be  offered  only  a  fraction  of  the 
tull  amount.  In  passing  upon  the  many  thousands  of  notes  handled,  it  has  been 
aecessary  to  decline  some  of  the  paper  as  ineligible  either  in  its  character  or  from  the 
?redit  viewpoint  of  a  reserve  bank.  Many  notes  have  been  returned  for  technical 
reasons,  such  as  material  alterations  and  imperfect  signatures  or  indorsements.  With 
very  few  exceptions  full  explanatory  letters  were  entirely  satisfactory  to  the  members 
iddressed,  and  the  result  has  been  that  ineligible  or  imperfect  papers  now  reach  the 
>ank  in  greatly  diminished  numbers.  A  preferred  rate  on  ''commodity  paper," 
Liinoimced  on  September  15,  1915,  had  a  good  effect  in  the  cotton  districts,  not  that 
t  immediately  was  employed  in  any  material  degree,  but  in  reinforcing  confidence 
it  a  moment  Important  in  the  minds  of  those  concerned  in  the  movement  of  the  crop. 
E<^ollowing  a  softening  in  the  price  of  the  staple  in  November,  there  was  noticed  an 
ncreaslng  inclination  to  store  some  part  of  the  unsold  portion  of  the  crop,  the  action 
cradually  being  reflected  in  the  increasing  volume  of  commodity  paper  offered  the 
>ank. 

The  "trade  acceptance'^  must  find  its  first  development  at  manufacturing  and 
listributing  centers.  At  the  laiger  points,  and  especially  at  cities  in  the  northern  half 
»f  the  district,  the  price  of  credit  in  any  form  has  been  so  low  that  attention  has  not 
generally  been  attracted  to  the  bill  of  exchange  as  opposed  to  other  forms  of  negotiable 
>&per,  as  offering  pecuUar  advantages.  From  varying  directions,  however,  the  bank 
0  receiving  a  limited  quantity  of  such  paper,  some  of  it  on  forms  expressly  printed 
x>  meet  the  requirements  of  the  regulations.  Preferred  rates  will  develop  its  use, 
klthoiigh  much  educational  work  is  to  be  done  in  this  connection.  Since  the  pro- 
xiulgation  of  " open-market''  regulations,  little  opportunity  has  been  offered  the 
>ank  to  enter  the  field.  Very  few  member  banks  in  the  district  have  accepted  paper 
or  sale,  and  such  as  has  been  made  has  been  disposed  of  elsewhere  at  prices  with 
V'hich  it  was  not  thought  wise  to  compete. 

FbOBRAL  RsaBBVB  NOTBB. 

The  bank,  while  holding  essentia^)**  ^i^  ~^'  -^  1^  gold,  has  been  filling  orders 
rom  members  for  currency  with  T  •i^     in  making  the  shipment**, 

Ue  bank  has  prepaid  carriage  coi|  wice  to  its  members, 
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but  at  fiiBt  to  introduce  the  notes  throughout  the  distiict.    Notes  agj^cgating  a  s3. 

in  excess  of  $2,000,000  have  from  time  to  time  reached  the  bank  for  redemption  frm 

the  reserve  banks,  but  the  notes  were  again  absorbed  by  cunent  demiDdik 

currency. 

Clbaring  Ststbm. 

It  is  to  be  regretted  that  so  little  has  been  done  in  the  direction  of  rn^Vvn^  eiert^ 
the  clearance  clauses  of  the  Act.  Ninety  member  banks  generously  cooperated  h  i 
plan  offered  in  April  last,  but  the  plan  was  ineffective  in  any  large  way  and  i?  i 
matter  of  fact  worked  some  injustice  to  its  adherents.  It  will  be  difficult  to  amoge  ar 
program  looking  to  the  handling  of  transit  matter  until  reserves  have  all  been  tran^ioi^ 
from ' '  approved  reserve  agents, "  when  member  banks  will  better  be  able  to  under^Ui^t 
the  relation  between  reserve  and  exchange  charges  and  of  both  in  connection  vrj 
their  own  items  in  process  of  liquidation.  Exchange  charges  in  the  distzict  h\m3^ 
one-eighth  of  1  per  cent,  or  $1.25  per  thousand,  either  as  a  direct  charge  or  the  eqcr 
alent  in  the  form  of  a  supporting  balance,  while  carriage  rates  on  currency  berreci 
the  reserve  city  and  member  banks  will  not  average  more  than  40  cents  a  thottsa: 
Aside  from  the  situation  made  by  those  members  which  voluntarily  joined  tfaecv 
lection  system  no  change  in  exchange  rates  has  been  noted,  excepting  only  ib: 
Richmond  is  now  essentially  a  par  point. 

Dbputt  Federal  Reserve  Agent. 

The  deputy  Federal  Reserve  Agent  is  greatly  interested  not  only  in  the  succes  * 
the  bank  but  is  concerned  that  it  shall  be  helpful  to  the  banks  and  through  the.: 
the  pubUc.  As  he  is  rarely  away  from  Richmond  he  is  always  available  to  ctre  t: 
the  duties  of  the  Federal  Reserve  Agent  when  that  officer  occasionally  is  abesiv  ■ 
is  unfortunate  that  the  by-laws  of  the  bank  do  not  permit  a  class  0  director  to  be« 
of  the  executive  committee  of  three  members. 

Relation  of  the  Reserve  Bank  to  the  Banks  op  the  DisTKicr. 

The  reserve  bank  has  diligently  sought  to  cultivate  the  friendliest  relations  wilit  * 
banking  institutions  located  in  its  territory.  With  better  understanding  of  the  k* 
and  its  regulations,  and  particularly  of  its  operations,  came  appreciation  of  its  ]C 
poses,  until  now  only  a  small  minority  of  members  are  antagonistic  in  their  attitu^ 
Criticism  when  offered  is  almost  always  directed  to  some  minor  point  and  is  a5  rvi 
monly  expressed  in  considerate  language.  Discussion  of  the  law  has  been  the  prl: 
c^al  topic  at  meetings  of  bankers  held  in  every  State  in  the  district,  and  at  r.-: 
gatherings  interest  in  addresses  delivered  on  the  subject  has  been  keen  and  sustazx^' 

The  autumn  of  1914  found  a  great  number  of  the  banks  in  the  fifth  district  o.^ 
strained  to  the  point  of  danger.  The  aid  rendered  by  the  reserve  bank,  fii^t  .' 
assisting  in  the  reestablishment  of  confidence  and  later  for  the  direct  and  matcH* 
help  extended  by  it  in  directions  where  it  was  sorely  needed  has  theref(»e  b^J 
appreciated.  Liability  for  bills  payable,  rediscounts,  and  emergency  currenry  ^<? 
eitiier  promptly  liquidated  by  commodity  movements,  facilitated  by  changed  02 
ditions,  or  in  some  part  where  desired  was  transferred  to  the  reserve  bank  by  redi- 
counting  eligible  paper  which  the  banks  learned  was  held  by  them  in  greater  \tA'2z.' 
than  at  first  was  supposed  to  be  the  case. 

Improved  Bankino  Practices. 

Under  the  old  order  of  things  competition  and  carelessness  led  to  a  departure  t^ 
banking  rules  of  generally  recognized  importance.    Banks  often  consented  to  accr: 
imperfectly  or  illegally  drawn  papers  on  their  &dth  in  the  assumed  Intent  of  t^ 
makers,  the  same  unquestioning  faith  being  further  evidenced  by  the  faustf  in  a  ^' 
great  number  of  cases,  that  the  sole  repository  of  credit  information  WM  the  Sea^ 
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some  single  bank  officer.  It  was  believed  that  to  ask  a  good  customer  for  &ct8  upon 
which  intelligent  judgment  could  be  based  would  certainly  result  in  loss  of  business. 
It  is  highly  gratifying  to  learn  that  such  fears  were  baseless  and  that  with  tactful 
handling  it  has  been  possible  to  obtain  the  needed  information.  In  securing  the 
statements  member  banks  have  many  times  been  surprised  in  learning  of  a  greater 
or  less  responsibility  than  they  had  assumed  to  be  the  case.  Many  banks  are  now 
collecting  credit  information  which  never  before  thought  it  desirable  to  do  so.  The 
reserve  bank  holds  such  statements  furnished  by  the  makers  of  essentiaUy  every  note 
held  by  it  where  such  note  is  part  of  a  line  of  $5,000  or  more  extended  the  maker  by 
his  bank.  Another  valuable  service  rendered  by  the  reserve  bank  has  been  that  its 
critical  comment  upon  imperfectly  drawn  notes  or  documents  has  apparentiy  led  to 
the  exercise  of  much  greater  care  in  their  preparation. 

It  has  been  possible  often  to  accentuate  the  importance  of  strictiy  observing  the 
"excess  loan''  law  by  refusing  offered  notes  which  were  part  of  such  excess  line 
granted  by  a  member.  Where  frequently  it  has  been  noticed  that  members  in  offer- 
ing paper  were  violating  the  law  against  excess  borrowing,  the  loans  have  been  granted 
only  upon  the  promise  that  proceeds  would  be  used  in  reducing  or  liquidating  the 

excess. 

FmnciART  Powers. 

In  passing  upon  applications  for  the  exercise  of  fiduciary  privileges  full  regard  is 
had  to  isLCta  as  reported  in  statements  of  condition  and  their  related  schedules,  but 
IMurticidarly  to  information  derived  from  examiners'  reports.  Personal  knowledge  of 
individuals  and  neighborhood  conditions  in  most  instances  has  materially  assisted 
judgment.  Two  men  of  equal  ability  and  sagacity  engaged  in  banking  may  in  differ- 
ent environments  depart  from  some  common  or  standard  rule  of  practice  and  at  the 
same  time  both  be  safe  in  judgment  and  execution. 

Election  of  Diregtors. 

Machinery  provided  for  the  election  of  directors  is  cumbersome,  but  cumulative 
experience  will  permit  its  use  with  reasonable  readiness.  In  the  election  recently 
concluded  only  65  i>er  cent  of  the  interested  banks  (those  of  Group  I)  participated 
in  the  proceedings,  which  resulted  in  the  election  of  Mr.  Henry  B.  Wilcox,  of  Balti- 
more, as  class  A  director,  in  succession  to  Mr.  Waldo  Newcomer,  who  declined  renom- 
ination,  and  Mr.  Edmimd  Strudwick,  of  Richmond,  as  class  B  director,  in  suc^ssion 
to  Mr.  George  J.  Seay,  who  as  governor  was  no  longer  eligible. 

Business  and  Agricultural  Conditions. 

During  the  last  four  months  in  1914  business  of  every  nature  in  the  district  was  in 
a  most  demoralized  and  in  many  cases  a  distressed  condition.  A  great  crop  of  cotton 
could  not  be  sold  at  cost  prices  or  properly  financed  until,  with  the  estabUshment  of 
the  reserve  banks  in  November  confidence  was  so  measurably  restored.  As  in  the 
district  as  a  whole,  cotton  is  the  lazgest  single  factor  in  the  liquidation  of  seasonal 
debts,  the  practical  stoppage  of  its  movement  seriously  affected  many  lines  of  indus- 
try. It  was  not  until  foreign  commerce  had  been  reestablished  and  until  general 
business  had  been  radically  readjusted  to  meet  changed  conditions  that  recoveries 
could  be  noted.  At  first  haltingly,  but  gradually  with  more  certainty,  the  situation 
improved,  until  now  it  is  possible  to  report  that  business  in  practically  all  lines  in 
the  fifth  district  is  nearly,  and  in  some  instances  better  than,  normal.  The  cotton 
crop  of  1915  is  being  sold  at  excellent  pdcea.  Grains  have  yielded  gratifying  returns. 
Manu&Kiturers  in  almost  every  line  are  now  busy.  Labor  is  fully  employed .  Jobbers 
reix)rt  generous  sales  and  orck  ^  -  **  *  •-»f0  to  replenish  diminished  stocks.  Goal 
operators  are  busy.    Railroi  '  kte"^"^*^  tnnnage  and  correspondingly 

heavy  earnings. 
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Grbdit  Needs  op  the  District. 

Financially  the  northern  half  of  the  district  is  complementary  to  its  southern  Lai 
during  most  of  the  year.  Banking  capital,  supplemented  by  trade  credits,  is  «:& 
cient  to  care  for  its  proper  and  normal  needs.  Credit  is  shortest  in  supply  in  U» 
months  of  August  and  September,  and  as  a  rule  is  easiest  immediately  following  tk 
maturity  of  cotton  in  the  fall. 

Fourteen  months  ago  the  banks  of  the  district  were  heavily  committed  for  bilk 
payable,  rediscounts,  and  emergency  currency.  The  last  indicated  liability  1(^ 
since  disappeared,  much  of  it  at  the  time  by  the  aid  of  the  reserve  bank.  Exeea 
bills  payable  were  promptly  reduced  in  the  use  of  the  same  agency.  Easy  credit 
conditions  now  obtain  throughout  the  district.  As  a  matter  of  fact,  many  substantis] 
banks  have  not  only  cared  for  all  unusual  liabilities,  but  have  sorplns  funds  spekkz 
employment. 

When  reserves  fully  shall  have  been  transferred  to  the  reserve  banks  it  is  altc^ietbtf 

probable  that  its  unsupported  reserves  will  permit  it  fully  to  care  for  the  bankbs 

credit  needs  of  the  district. 

List  op  ExHiBrrs. 

Exhibit  A. — Condensed  statement  of  condition,  December  31,  1915: 

1.  Cash  on  hand. 

2.  Cash  items  in  transit  (other  Federal  Reserve  Banks). 

3.  Investments. 

4.  Loans  and  discounts. 

5.  Deposits  and  overdrafts. 

6.  Loans  and  investments  and  unearned  discount  thereon. 

7.  Capital  stock. 

8.  Undivided  profits. 

Exhibit  B. — Analysis  of  statements  of  condition,  as  reported  by  member  banks,  ii 
response  to  call  of  comptroller,  as  of  November  10,  1915  (recapitulation  of)  : 

1.  Maryland. 

2.  District  of  Columbia. 

3.  Virginia. 

4.  West  Virginia. 

5.  North  Carolina. 
6:  South  Carolina. 

Exhibit  C. — ^Maximum  rates  of  interest  paid  on  deposits,  reported  by  member  banb. 

in  response  to  call  of  comptroller,  as  of  November  10,  1915. 
Exhibit  D. — Loans,  daily  average  balances  (recapitulation  of): 

1.  Hy])othecated  with  Federal  Reserve  Agent. 

2.  Not  hypothecated. 

3.  Diagram  of  balances. 
Exhibit  E. — Discount  rates  current. 

Exhibit  F. — Loans,  distribution  as  to  member  banks  accommodated. 

Exhibit  G. — Diagram  of  deposits  and  reserves. 

Exhibit .H. — Diagram  of  Federal  Reserve  notes. 

Exhibit  I. — Federal  Reserve  notes,  receipts,  redemptions,  i»nies,  and  hypotheratr-. 

collateral. 
Exhibit  J. — Capital  stock  allotments. 
Exhibit  E. — Earnings  on  loans  and  investments. 
Exhibit  L. — ^Analysis  of  expenses. 
Exhibit  M. — Commodity  paper  discounted. 
Exhibit  N. — Clearance  operations. 
Exhibit  O. — Data  assembled  from  exhibits. 
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Loans,  daily  average  balance — Continued. 

SCHKDXTLB  D3.— LOANS  AND  INVESTMENTS. 
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Exhibit  6. 
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Exhibit  M. 
Commodity  paper  handled  to  Dec  Sly  1915. 


September. 

October 

Noyember. 
December.. 

Total 


46 


836 


S 
S 

s 

3 


|B6»QB4>00 

a64,ISL17 

1,528,388.  S2 

S07,6M.73 


1,680 


3 


3,8BL,«8.21 


jlZ: 


NoTB.— ATvage  of  loans  to  bale,  $43.61. 

Exhibit  N. 

Clearanot  operations. 

Nnmber  of  members  in  collection  system,  Dec  31, 1915 

ICaryland 

District  of  Cotambia 

Virginia. 

West  Virginia 

North  Carolina. 

South  Carolina 

OPERATIONS  OF  THE  CLEARANCE  SYSTEM  SINCE  ITS  ESTABLISHMENT,  JITKEK 


Items , 

Daily  average j«, 

Amount , 

Daily  average 


On  Rich- 
mond. 


67,385 

290 

183.496,600 

1476,800 


Other  Fed- 
eral reserve 
dties. 


13,670 

79 

876.896,000 

1444,500 


Goontry. 


488,091 

2  821 

378,4841 700 

3453,700 


Ttssl 


St 

is:," 
II,-' 


The  department  has  a  manager  and  five  assistants. 

Direct  cost  of  operation  since  June  8, 1915  (salaries,  postage,  and  stationery),  33»500l 

Average  cost  per  item  handled,  six-tenths  of  1  cent,  exclusive  of  bodkkeaping  and  ovtrhfltd  m^ 

Exhibit  O. 

Data  OMembledfrofm  exhibUs. 

Gross  resources  of  member  banks |613,2>''^ 

Amount  of  paper  discounted  (including  warrants) I*'»**^' :■" 

Number  of  not€s  discounted ^-r-   j 

Total  loans  and  investments  Dec.  31, 1915 •' .jt;     , 

Average  loan  line  during  period  of  operation •^     1   1 

Average  per  cent  discount  rate  charged ^1 

Average  maturity  in  dajrs  of  all  paper  now  in  discount  line 

Commoditv  paper  discounted,  an  on  cotton  (66,222  bales) CSM-^ 

Number  of  member  banks  granted  discounts ', 

Number  of  accented  offerings ■'' 

Number  of  banks  in  clrarance  system 

Average  number  items  daily "' 

Average  amount  cleared  daily •li*^ 

Items  cleared  since  June  8, 1916 "":. 

Aggregate  amount  of  items  cleared t237,^i^ 

Officers 

Other  employees 

ToUl 
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M.  B.  WsiiLBORN,  Chairman  and  Federal  Reserve  Agent. 


Omcs  OP  Federal  Reserve  Agent. 

As  chairman  of  the  board  of  directors  and  Federal  Reserve  Agent  since  the  opening 
of  the  bank,  on  November  16,  1914,  my  entire  time  has  been  devoted  to  the  duties 
of  my  office.  I  have  been  assisted  in  the  general  routine  work  of  the  office  by  my 
secretary,  Mr.  Jos.  M.  Slattery. 

In  addition  to  receiving  collateral  incident  to  the  issuance  of  Federal  Reserve 
notes,  work  is  occasioned  by  deposits  of  gold  to  reduce  liability  for  outstanding  cir- 
culation; and  on  account  of  the  large  amount  of  agricultural  paper  handled,  with 
cotton  receipts  attached,  there  is  a  daily  transaction  in  substitution  of  collateral, 
necessitated  by  the  sales  of  cotton  and  withdrawal  of  cotton  receipts  pledged.  • 

The  total  note  issue  of  our  bank  up  to  this  date,  December  31,  1915,  amounts  to 
118,950,000,  and  by  comparison  with  the  issue  of  other  Federal  Reserve  Banks  it  is  second 
in  amoimt,  and  stands  first  in  amount,  taking  into  consideration  the  proportion  of 
our  capital  stock  to  that  of  other  Federal  Reserve  Banks.  This  proportionately  laige 
issue  of  our  bank  is  due  to  the  fact  that  a  great  deal  of  currency  is  required  for 
use  in  moving  the  cotton  crop,  which  currency  prior  to  the  establishment  of  the 
Federal  Reserve  Bank  was  obtained  by  the  member  banks  from  reserve  cities.  Our 
bank  being  within  a  short  distance  of  each  member  bank,  the  difference  in  the  cost  of 
shipping,  either  by  mail  or  express,  constitutes  quite  a  saving  in  expense  and  also  a 
great  convenience,  since  the  banks  are  able  to  get  the  currency  in  much  less  time. 

Against  the  issue  of  Federal  Reserve  notes  I  am  holding  $4,751,245.69  in  collateral, 
being  commercial  paper  rediscounted  by  the  member  banks  with  the  Federal  Reserve 
Bank  of  Atlanta.  In  addition  to  this  collateral  the  Federal  Reserve  Board  holds 
to  the  credit  of  the  Federal  Reserve  Agent  at  Atlanta  114,200,000  in  gold  transferred 
from  the  gold  settlement  fund. 

Early  Orqanizatiok  of  the  Bank. 

At  the  oiganization  of  the  bank,  owing  to  the  depression  throughout  the  United 
States  due  to  the  European  war,  business  within  the  sixth  Federal  reserve  district 
was  almost  paralyzed;  the  cotton  crop  was  in  process  of  marketing,  and  Europe,  no 
longer  a  purchaser,  had  previously  absorbed  more  than  one-half  of  this  product. 
The  banks  and  merchants  were,  of  course,  unable  to  make  their  usual  collections, . 
and  business  was  in  a  chaotic  state.  The  decision  of  the  Federal  Reserve  Board  to 
have  the  Federal  Reserve  Banks  open  for  business  on  November  16,  1914,  greatly 
restored  confidence,  so  that  by  the  time  the  Federal  Reserve  Bank  of  Atlanta  opened, 
the  member  banks  did  not  find  it  necessary  to  offer  us  rediscounts  to  any  great  extent. 
In  addition  thereto,  the  member  banks  in  our  district  had  obtained  Aldrich-Vieeland 
emergency  currency  to  the  extent  of  |22,0d0,000,  and  had  taken  advantage  of  the 
lower  rates  offered  by  the  banks  in  the  lazge  financial  centers,  as  the  result  of  the 
establishment  of  the  Federal  reserve  system. 

271 
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The  physical  oiganization  of  the  Fedeial  Reserve  Bank  was  siinikr  to  tliit  of  my 
other  pioneer  movement,  and  consisted  simply  in  woiiing  out  the  details  as  they  pn- 
sented  themselves.  The  122,000,000  of  Aldrlch-Vreeland  currency  obtained  by  the 
member  banks  of  this  district  had  served  to  tide  over  the  credit  necessttieB  of  the  dis- 
trict  for  several  months  prior  to  the  opening  of  our  bank.  The  difScolties  exp^eoced 
in  the  early  operation  of  the  Federal  Reserve  Bank  were  due  laigely  to  lack  of  a  thor- 
ough knowledge  of  the  intent  and  meaning  of  the  FedondReserve  Actandof  theclisri 
paper  eligible  for  rediscount.  The  solution  of  these  problems  involved  much  coir^ 
spondence  with  the  member  banks.  Another  question  involved  was  the  difficulty  in 
obtaining  uniform  wai^ouse  receipts  and  insurance  sufficiently  specific  to  identii} 
the  product  pledged.    This  problem  has  been  practically  solved. 

At  points  of  concentration  where  the  movement  of  cotton  is  too  rapid  topennitofthe 
deposit  of  receipts  with  this  bank,  custodians  have  been  appointed,  under  adequttf 
bond,  to  hold  and  exchange  the  securities  supporting  paper  rediscounted  with  thL' 
bank.  The  prevailing  custom  of  loans  to  cotton  merchants  on  demand  paper  gave  ii« 
to  the  necessity  of  rebating  on  paper  withdrawn  before  maturity,  in  order  to  alloir  ^ 
unhampered  sale  of  the  conmiodity  previously  pledged. 

The  effect  of  the  work  of  the  Federal  Reserve  Bank  has  been  to  reduce  the  wa 
of  rediscount;  to  give  the  member  banks  the  assurance  of  a  place  of  rediscount  i: 
reasonable  rates,  and  the  knowledge  that  they  could  obtain  currency  idien  needed. 
It  has  stabilized  the  value  of  the  commodities  of  the  district;  the  quality  of  louisV: 
member  banks  is  much  improved;  bankers  are  requiring  better  paper— paper  tk- 
will  be  liquidated  at  maturity— with  a  view  to  eligibility  at  the  Federal  Reeer^ 
Bank. 

Of  the  member  banks  in  the  district  49  are  bonowing  from  their  correepoiuieD 
and  have  not  applied  for  rediscount  with  this  bank.  To  these  banks  I  addiease: 
the  following  letter: 

''In  analyzing  the  credit  needs  and  conditions  of  member  banks  in  this  dkr' 
we  notice  from  your  last  report  of  condition  to  the  comptroller  that  you  are  us* 
outside  funds. 

"  Inasmuch  as  you  have  never  availed  yourselves  of  the  rediscount  facUitiee  of .: 
Federal  Reserve  Bank  of  Atlanta,  we  are  anxious  to  ascertain  if  there  be  any  8p«^ 
reason  for  your  not  allowing  this  institution  to  serve  you  in  this  capacity. 

"We  are  desirous  of  having  the  thorough  cooperation  of  the  member  banb^  ^• 
would  be  glad  to  have  a  firank  expression  from  you  along  this  line." 

With  one  exception,  nearly  all  of  the  banks  to  whom  the  above  letter  was  addrpr-i 
express  no  diBsatiBfaction  with  the  Federal  Reserve  Bank.  Some  state  they  preiH 
to  borrow  in  New  York,  as  heretofore,  believing  it  involves  less  trouble,  while  oth^i 
say  they  can  obtain  a  lower  rate  in  New  York  than  they  can  with  us,  the  one  except  < 
stating  that  the  Federal  Reserve  Bank  should,  in  their  opinion,  accept  paper  of  s^j 
character  when  offered  by  a  member  bank. 

Internal  Organization  or  the  Bank. 

A  complete  set  of  by-laws  was  adopted  by  our  board  of  directors  at  its  first  m€e±\ 
a  copy  of  which  is  hereto  attached.    By  refeiring  to  the  powera  and  duties  d 
executive  committee,  it  will  be  noted  that  the  management  or  administration  ci 


i  A 


bank  is  largely  left  with  this  committee.    The  said  committee  is  compoeed  o; 
governor,  who  is  chairman  of  the  committee,  the  Federal  Reserve  Agent,  aoii 
director.    The  directors  serve  in  monthly  rotation,  being  selected  by  the  H^*"- 
directors  at  its  regular  monthly  meetings.    Thus  the  govern^  ^^  *^*^  bank  aD<i 
Federal  Reserve  Agent  are  in  continuous  service  on  v    Thi? 

works  admirably,  and  the  whole  committee  is  in  thcrot  iworii 

the  bank.    The  executive  committee  meets  daily  fo'  ""  ^  dh« 
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offered  by  member  banks.    When  the  director  serving  on  the  committee  lives  some 
distance  out  of  town  and  is  miable  to  attend  the  daily  meetings  of  the  executive 
committee,  he  usually  selects  a  director  who  lives  in  Atlanta,  or  very  close  by,  to  act 
in  his  stead. 
The  official  staff  of  the  bank  is  composed  of  the  following: 

Salary. 

Governor $9,000 

Secretary  (acts  only  at  board  meetings) *  25 

Deputy  secretary  * .'.... 

Cashier 3,600 

Assifltant  cashier 2, 500 

Blanager  credit  bureau '. 2,400 

Auditor 2,400 

Discount  clerk 1, 800 

The  discount  clerk  has  a  staff  of  clerks  with  salaries  ranging  from  |480  to  $1,200 
per  annum. 

Including  this  staff  of  clerks  and  officers,  the  total  number  of  employees  is  27.  Omr 
bank  having  to  handle  so  large  a  nimiber  of  rediscounts,  the  force  is  constantly  at 
work,  frequently  into  the  night,  during  the  autumn  and  winter  seasons. 

DSFUTT  FXDBBAL  RSSERVB  AOBKT. 

When  it  is  necessary  for  the  Federal  Reserve  Agent  in  Atlanta  to  be  absent  from  the 
city  for  a  week  or  more,  he  so  advises  the  deputy  Federal  Reserve  Agent,  in  writing, 
requesting  him  to  serve  in  the  interim  as  Federal  Reserve  Agent.  For  such  services 
he  is  allowed  the  same  compensation,  per  diem,  as  that  received  by  the  Federal 
Reserve  Agent. 

Other  than  this,  the  deputy  Federal  Reserve  Agent  in  Atlanta  has  no  specific 
duties,  and  receives  no  compensation,  except  the  duties  and  compensation  of  a  regular 
director,  serving  as  a  member  of  the  board  of  directors  and  as  a  member  of  the  executive 
committee. 

Defdtt  Gov^brnor. 

At  the  time  of  the  organization  of  this  bank  a  deputy  governor  was  elected  to  serve 
without  compensation,  but  in  view  of  the  ruling  of  the  Federal  Reserve  Board  as  to 
the  ineligibility  of  member  bank  officials  serving  as  deputy  governor  of  this  bank, 
our  board  of  directors,  at  their  meeting  on  June  11,  1915,  in  accepting  the  resig- 
nation of  the  deputy  governor,  voted  not  to  select  a  deputy  governor  (an  active 
deputy  governor  being  unnecessary);  and  further  voted  that  the  director  serving  on 
the  executive  committee,  each  month,  be  designated  governor  pro  tempore  and  to  act 
as  governor  during  the  absence  of  the  governor  of  the  bank.  For  such  services,  as 
governor,  he  receives  the  same  compensation  allowed  the  governor. 

BoAB3D  or  Dirbctors. 

The  board  of  directors  meets  once  a  month,  and  during  the  first  year  of  the  board's 
existence  it  was  found  necessary  to  remain  in  session  two  consecutive  days  at  each 
meeting;  but 'beginning  with  the  second  year  a  session  of  one  day's  duration  has  been 
found  sufficient.  While  the  class  A  and  class  B  directora  are  in  closer  touch  with 
the  viewpoint  and  affairs  of  the  member  banks,  the  class  G  directors  are  no  less  at- 
tentive to  the  welltte  of  the  banking  interests  of  the  district,  and,  their  positionB 
being  apfja^flttf^   ..^..^^-ui^  ^^  ^^  ^  j^^^j^  jj^^^^^  independence  than  the  other 

directofC.  " 

1  iM^k:.  I  Hvy  Noaivis  a  nlary  as  siontary  to  tha  Fadaral  Raaatva  Agwt. 
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EzBoimvB  GoMMirrBs. 

LOANS  AND  DIBOOUNTB. 

In  the  early  days  of  the  openition  of  our  bank  it  vn^s  f eaihed  liiat  some  difficulty 
would  be  experienced  in  handling  the  rediscounta  offered  by  member  btnb-i 
fear  relieved  by  experience.  The  executive  committee,  in  hanHling  the  offerings  d 
constantly  borrowing  banks,  are  as  considerate  of  them  as  is  consistent  with  safety  and 
prudence;  but  notes  are  frequently  returned  for  various  reasons,  the  most  prominat 
of  which  are: 

I.  Ineligibility. 
II.  A  too  distant  maturity. 

III.  Continued  renewal. 

IV.  Poor  mercantile  ratings,  or  other  un&vorable  infonnatian. 
V.  A  too  liberal  line  of  credit  extended  to  customer. 

The  Federal  Reserve  Bank  of  Atlanta  has,  since  its  opening,  discounted  22,011 
pieces  of  paper  amounting  to  $32,882,671.12.  This  lazge  volume  of  discounts  wxs- 
sarily  requires  close  and  steady  work,  as  our  executive  conmiittee  examines  csrehlh 
each  day  the  condition  of  the  borrowing  banks,  and  each  piece  of  paper  offered  !>? 
rediscount;  also  the  volume  of  the  member  bank's  transactions  with  the  Fedeni 
Reserve  Bank  of  Atlanta,  including  the  average  balance  maintained,  date  of  thr 
first  offering,  maximum  accommodation  extended,  date  of  liquidation,  if  any,  mtxi- 
mum  acconmiodation  subsequently  extended,  amount  outstanding,  proportions^ 
paper  secured  by  collateral,  and  pending  maturities. 

This  bank  has  not  deemed  it  wise,  except  at  its  New  Orleans  branch,  to  engage  u 
open  market  operations  to  any  great  extent,  as  we  have  had,  at  all  times,  a  fairly  fu!^ 
line  of  discounts,  this  being,  in  our  opinion,  the  primary  object  o^  the  law— to  fii^t 
acconmiodate  the  member  banks  in  extending  to  them  rediscounting  privilege.  I^ 
is  our  intention,  however,  to  go  into  the  open  market  for  business  whenever  vf^ 
loanable  funds  are  idle,  in  order  to  take  care  of  current  expenses  and  make  our  on 
rates  effective  when  it  becomes  necessary. 

DnrifiiON  OF  Wobk — Governor  and  Federal  Reserve  Agent. 

The  division  of  work  in  this  bank  between  the  govenu)r  and  the  Federal  Respm 
Agent  is  rather  evenly  balanced,  both  giving  their  entire  time  to  the  businen  of  tk 
institution.  While  it  is  generally  imderstood  that  the  operation  of  the  bank  is  nodfl 
the  management  of  the  governor,  still,  in  practice,  this  is  not  exclusively  true.  The  by- 
laws of  the  bank  provide,  tmder  article  2,  section  2,  paragraph  H,  that  to  the  eiecutm 
committee  is  delegated  the  power  "in  general  to  conduct  the  business  of  the  banl 
subject  to  the  supervision  and  control  of  the  board  of  directors."  As  chairman  J 
the  board  of  directors,  I  am  necessarily  a  regular  member  of  the  executive  comioit^ 
and  am,  therefore,  called  upon  to  participate  in  the  joint  management  of  the  bai^ 
These  duties,  in  addition  to  attending  to  the  correspondence  with  the  Federal  B«een« 
Board,  and  having  custody  of  the  Federal  Reserve  notes  and  collateral  deposited ^^\ 
me  to  secure  the  issuance  thereof,  add  largely  to  the  contemplated  duties  of  the  F^i  I 
eral  Reserve  Agent.  The  duties  of  the  Federal  Reserve  Agent  at  Atlanta  have  bes; 
further  increased  by  the  establishment  of  the  branch  bank  in  New  Orleans.  B«M 
tions  existing  between  the  governor  and  Federal  Reserve  Agent  are  most  pl^"*^! 
and  agreeable. 
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POWBR8  OF  TRUflTKS,  EXBCUTOB,  AdmINISTBATOB,  AND  RbOISTRAB  OP  STOCKS  AND 

Bonds. 

In  rocommending  that  pennusion  be  granted  to  applying  member  banks  to 
act  as  trustee,  executor,  administrator,  and  registrar  of  stocks  and  bonds,  we  have 
adopted  the  plan  of  presenting  such  applications  to  the  board  of  directors  at  its  regular 
monthly  meetings.  As  chairman  of  the  board  of  directors,  I  obtain  as  a  preliminary 
all  the  information  available  from  the  chief  bank  examiner  for  the  district  and  other 
sources  and  present  same  to  the  board  of  directors  with  the  application.  If  acted 
upon  favorably,  the  application  is  forwarded  to  your  board,  accompanied  by  such 
information  as  we  have  obtained,  with  the  recommendation  that  it  be  granted. 

Glbabinq  Sybtbm. 

Our  bank  has  earnestly  endeavored  to  cooperate  with  the  Federal  Beserve  Board 
in  putting  into  effect  the  voluntary  clearing  system  proi)oeed  by  your  Board,  but  the 
result  has  not  been  satisfactory. 

The  sy&tem  was  inaugurated  on  April  10, 1915,  membership  was  voluntary,  and  items 
were  received  only  from  those  banks  which  agreed  to  permit  their  accounts  to  be 
charged  with  checks  on  themselves,  subject  to  final  payment.  The  system  began 
operation  with  67  members,  15  joining  later,  and  9  withdrawing,  leaving  a  present 
membership  of  73,  of  which  21  are  located  in  reserve  cities. 

The  number  of  items  handled  daily  has  averaged  440,  of  which  207  have  been  on 
banks  in  the  district  outside  of  Atlanta,  204  on  banks  in  Atlanta,  and  29  on  banks  in 
other  Federal  reserve  districts .  The  principal  objections  raised  by  the  member  banks 
are:  (1)  They  can  not  anticijmte  the  drawings,  hence  the  difficulty  of  nnuntftiining 
their  reserves  when  checks  are  charged  to  their  accounts;  (2)  they  object  to  giving 
up  exchange  charges,  which  it  has  been  their  custom  to  make;  (3)  owing  to  the  limited 
number  of  points  covered,  none  being  outside  the  district  other  than  Federal  reserve 
cities,  the  volume  of  items  they  send  in  for  credit  must,  of  necessity,  be  small; 
(4)  since  the  Federal  Beserve  Banks  will  not  accept  their  checks  on  noimiember 
banks,  which  are  in  the  majority  in  this  district,  balances  must  be  maintained  with 
reserve  correspondents,  in  order  to  have  such  items  collected. 

The  effect  of  the  system  has  not  been  to  reduce  exchange  charges,  either  by  the 
banks  themselves  or  by  the  two  country  clearing  houses  in  the  district,  Atlanta  and 
Nashville.  The  charges  in  this  district  run  from  |1.50  to  |2  per  $1,000,  the  average 
being  $1.63  per  |1,000  for  the  entire  district. 

The  Federal  Reserve  Bank  of  Atlanta  receives  from  its  members,  at  par,  subject  to 
deferred  credit,  exchange  on  points  outside  of  the  district.  It  also  makes  transfers, 
by  mail,  outside  the  district  without  cost,  and  pays  checks  on  itself  coming  from  other 
districts,  without  charge,  provided  the  volume  of  exchange  deposited  by  any  mem- 
ber bank  during  the  current  month  equals  the  amount  of  the  transfers  made  for  that 
bank  and  incoming  checks  from  other  Federal  Reserve  Banks.  The  charge  on  the 
difference,  if  any,  is  based  on  the  cost  of  shipping  currency  to  the  gold  fund  to  cover, 
provided  such  shipments  have  to  be  made.  We  have  not  endeavored  to  make  a  profit 
on  our  exchange  transactions,  believing  we  should  give  this  service  to  our  members 
without  cost,  provided  we  can  so  do  without  loss  to  ourselves. 

ATTrruDB  or  State  Banks. 

A  canvass  of  the  attitude  of  the  State  bankers  toward  the  Federal  Reserve  System 
develops  the  fact  that  while  every  thoughtful  State  banker  fully  realizes  that  the 
system  to  which  he  has  in  no  way  contributed  has  been  Indirectly  of  great  benefit  to  his 
institution,  he  is  hesitant  about  joining  a  system  of  which  his  ideas  are  more  or  less 
vague.    He  is  familiar  with  the  limitations  of  the  State  laws  under  which  he  operates, 
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but  unfamiliar  with  the  National  Bank  and  Federal  Reserve  Acts  and  in  many 
exaggerates  the  extent  of  their  requirements.  The  State  banks  are  accustomed  to 
transact  bustnesB  at  fixed  rates  of  interest  and  are  not  in  sympathy  with  any  morfreaaeait 
which  may  tend  to  decrease  their  profits  through  changes  in  interest  rates,  and, 
further,  it  will  no  doubt  be  difficult  to  engage  the  attention  of  the  majority  of  State 
bankers  so  long  as  the  period  of  easy  money  continues. 

BUSDTBBS  GONDmONS  OF  THB  SiZTH  FSDBRAL  RbBBRYX  DISTRICT. 

At  the  time  of  the  inauguration  of  the  Federal  Reserve  System  the  general  busiii< 
conditions  of  the  district  were  undergoing  a  most  demoralizing  depression,  and 
cially  was  this  true  in  agricultural  lines.    The  South  had  produced  the  laigest  cotton 
crop  in  its  history  and  a  correspondingly  small  grain  crop;  the  cotton  exchanges 
closed,  exports  cut  off,  causing  a  depreciation  in  value  imtil  the  market  price 
below  the  cost  of  production  and  trade  in  our  main  staple  almost  at  a  standstill. 

The  establishment  of  the  Federal  Reserve  Bank  and  its  public  announcement  that 
it  intended  to  lend  all  the  aadstance  within  its  power  to  aid  the  producers  was  the 
strongest  factor  in  dispelling  the  gloom  and  doubt.  In  this  work  the  Federal  Reserve 
Bank  had  the  hearty  cooperation  of  the  member  banks  of  the  district. 

The  unusual  conditions  caused  a  holding  back  of  the  1914  crop  and  the  marketing 
of  it  in  the  late  winter  and  spring  of  1914-15,  thereby  necessitating  the  most  rigid  econ- 
omy, especially  among  the  agricultural  element  of  our  population.    Such  conditions 
brought  most  forcefully  to  the  mind  of  the  Southern  burner  the  imperative  need  of 
crop  diversification,  with  the  result  that  the  1915  crops  showed  an  increase  of  ap- 
proximately 70,000,000  bushels  in  com,  wheat,  and  oats,  with  an  increase  in  the  rice 
crop  of  approximately  5,000,000  bushels,  with  mora  cattle  and  hpgs  than  any  previous 
season,  and  for  the  first  time  the  cotton  crop  of  the  South  may  be  classed  to  some 
extent  as  a  ''surplus-money  crop.' '    The  decrease  of  approximately  5,000,000  bales  in 
the  1915  crop  and  the  establishment  of  a  3  per  cent  commodity  rate  to  member  banks 
for  money  loaned  to  the  farmers  at  6  per  cent  were  the  strong  elements  in  causing  and 
maintaining  the  favorable  prices  of  cotton,  and  the  commodity  rate  has  been  especially 
effective  in  the  holding  and  marketing  of  the  crop. 

The  tobacco  growers  of  both  Tennessee  and  Florida  were  compelled  to  carry  over  a 
greater  portion  of  their  1914  crop  on  account  of  difficulty  in  delivery  and  high  ocean 
rates,  and  to  the  producers  of  this  commodity  the  Federal  Reserve  Bank  has  rendered 
valuable  aid  in  assisting  them  to  hold  their  crop  for  a  more  favorable  market. 

The  iron  industry  has  received  a  strong  impetus  within  the  past  few  months  and 
the  movement  in  this  and  kindred  industries  is  stronger  than  for  several  yean 
past.  Activity  is  general  throughout  the  district,  covering  a  multiplicity  of  lines,  and 
business  conditions  appear  exceedingly  bright. 

Establishment  of  a  Branch  Bank  of  the  Federal  Rbsbrvb  Bank  or 

Atlanta  at  New  Orlbans,  La.    . 

The  policy  of  the  board  of  directors  of  this  bank  was  not  favorable  to  the  establish- 
ment of  branch  banks  until  we  had  thoroughly  developed  the  business  of  the  parent 
bank.  In  view  of  the  commercial  importance  of  New  Orleans  and  its  distance  from 
Atlanta  (approximately  500  miles)  the  board  of  directors  decided  to  recommend  to 
the  Federal  Reserve  Board  the  establishment  of  a  branch  at  New  Orleans,  to  be 
known  as  the  New  Orleans  Branch  of  the  Federal  Reserve  Bank  of  Atlanta. 

The  branch  bank  was  opened  for  business  on  September  10,  1915.  Its  territory 
comprises  that  part  of  the  sixth  district  in  the  States  of  Louisiana  and  Mississippi,  and 
the  banks  in  the  County  of  Mobile,  Ala.  The  expenses  of  the  branch  bank  at  New 
Orleans  for  the  first  year's  operation  are  guaranteed  by  the  member  banks  in  the 
city  of  New  Orleans. 
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A  duplicate  of  the  accountiiig  syBtem  of  the  Atlanta  hank  is  used  in  the  New  Orleans 
branch,  and  the  auditor  of  the  Federal  Reserve  Bank  of  Atlanta  and  the  examiners 
for  the  Federal  Reserve  Board  make  periodical  examinations  of  its  accounts.  Daily- 
reports  are  made  to  the  Federal  Reserve  Bank  of  Atlanta,  with  copies  to  the  Federal 
Reserve  Board.  On  Friday  of  each  week  the  statements  of  the  branch  are  tele- 
graphed to  Atlanta  and  incorporated  in  the  weekly  statement  of  the  Federal  Reserve 
Bank  of  Atlanta. 

As  Federal  Reserve  Agent,  I  appointed  a  '*  representative  of  the  Federal  Reserve 
Agent,  at  New  Orleans,"  to  represent  me  in  transactions  involving  the  issuance  of 
Federal  reserve  notes,  which  action  was  approved  by  the  board  of  directors  of  the 
New  Orleans  branch  and  the  Federal  Reserve  Board. 

» 

Upon  my  request  to  the  Board,  the  Comptroller  of  the  Currency  deposits  Federal 
reserve  notes  with  the  Assistant  United  States  Treasurer  at  New  Orleans,  subject  to 
the  order  of  the  Comptroller  of  the  Currency.  Upon  notice  from  my  representative 
at  New  Orleans  that  collateral  has  been  deposited,  an  order  for  Fedend  reserve  notesis 
forwarded  to  the  Federal  Reserve  Board  and  transnutted  to  the  Assistant  United  States 
Treasurer  at  New  Orleans,  who  delivers  the  Federal  reserve  notes  to  the  manager  of 
the  New  Orleans  branch.  My  representative  handles  only  the  collateral  and  records 
incident  to  the  transactions. 

CnsDrr  Needs  op  the  Distbict. 

The  ability  of  the  Federal  Reserve  Bank  and  of  the  southern  banking  organisations  to 
move  the  cotton  crop  and  to  properly  finance  the  preparation  of  cattle  for  the  market 
has  demonstrated  that  the  long  anticipated  relief  from  seasonal  financial  pressure  has 
been  realized.  The  great  progress  in  diversification  of  crops  for  the  past  two  seasons 
clearly  indicates  the  willing  response  to  broadening  effort,  this  response  being  limited 
only  by  the  great  need  of  an  adequate  supply  of  capital  to  prepare  for  and  finance  the 
improvements  necessary  to  profitably  grow  and  market  crops  which  have  heretofore 
been  grown  to  a  limited  extent  only. 

Iron  and  steel  industries  have  no  lack  of  funds  for  current  needs,  including  the 
movement  of  their  products  and  to  finance  reasonable  extensions  and  for  improvements. 
The  naval-stores  industry  has  suffered  severely  for  the  whole  season  for  lack  of  neces- 
sary funds.  This  is  a  peculiar  industry  in  that  the  greater  part  of  operating  capital  is 
expended  in  labor;  therefore,  while  the  result  can  be  accurately  forecast,  this  expendi- 
ture is  not  represented  by  tangible  assets  which  can  be  made  the  basis  for  financial 
negotiations.  The  industry  is  sadly  in  need  of  some  kind  of  coalition  and  organiza- 
tion that  would  tend  to  stabilize  prices  and  promote  confidence  in  financial  circles. 
The  rapidly  Himinin>iing  area  adaptable  to  the  production  of  these  articles  and  the 
increasing  foreign  and  domestic  normal  demand  indicate  that  this  industry  should 
be  conserved  if  this  coimtry  is  to  receive  the  returns  to  which  it  is  entitled  from  what 
has  been  and  is  stiU  a  natural  and  valuable  asset.  The  lumber  industry  is  in  better 
financial  position,  and  for  the  immediate  future  appears  to  be  in  a  fair  position  so  far 
as  the  sale  of  the  product  is  concerned,  but  has  suffered  severely  for  a  period  running 
back  to  the  depression  in  1907,  during  which  time  billions  of  feet  of  valuable  timber 
have  been  manufactured  and  sold  without  profit.  Any  comprehensive  plan  of  con- 
serving the  wealth  of  our  natural  resources  should  by  sdl  means  include  some  feasible 
plan  of  finance  which  would  enable  manufacturers  to  keep  their  timber  supply  in- 
active during  periods  of  slack  demand  and  low  prices,  rather  than  to  follow  the  pres- 
ent system  of  exhausting  this  valuable  asset  to  cover  carrying  charges.  The  promi- 
nent distinction  between  such  industries  and  agriculture  and  mining  is  that  agricul- 
tural products  are  produced  seasonally,  and  new  mineral  deposits  are  constantly 
discovered,  adding  to  the  already  tremendous  known  quantity  of  that  source  of  wealth, 
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with  the  foir  aoBurance  that  yet  undiscovered  mines  will  place  the  probability  of  n- 
hauBtion  fax  remote;  while  on  the  other  hand  the  timber  area  is  known,  the  tDoc: 
fairly  accurately  determined,  and  the  end  of  an  important  industry  fofeaeen.  Al 
of  which  clearly  points  to  the  necessity  of  a  careful  study  of  the  wasting  of  tlusRaoci* 
tlmni^  press  of  necessity  occasioned  hy  lack  of  capital  and  credit. 

The  immediate  and  crying  need  of  the  district  is  financial  encouragement  for  art 
enterprises.  Money  is  plentiful  for  established  demand,  but  any  attempt  to  prooF-v 
new  activity  or  even  to  reestablish  lines  of  effort  which  have  been  idle  thnnih  'i- 
past  depressions  meets  with  little  or  no  encouragement.  Although  everyvbere  r 
seen  the  essentialB  of  prosperity,  there  appears  to  be  a  strong  undercurrent  of  ratj^ 
ness  and  disbelief  in  its  BpUdity  or  permanency.  Under  these  conditions  subetu'. 
progressis,  of  course,  impossible .  What  stimulus  is  necessary  to  a  resumption  <A  hoil 
and  progressive  enterprise  is  not  apparent  unless  it  be  the  allaying  of  unceitm'* 
regarding  the  outcome  of  the  European  war  and  of  an  unanalyaed,  yet  erer  pn^r 
fear  of  the  remote  possibility  that  our  own  Nation  may  becoine  involved  therein. 

Earkinos  of  National  Banks  or  Sixth  Distbict. 

A  r^sum^  of  the  earnings  of  the  national  banks  of  this  district  presents  a  most  is*.-^ 
esting  subject  which  the  general  public  has  had  little  opportunity  to  examine  £ 
about  which  an  almost  universal  mistaken  idea  exists.  That  the  net  earnings  of :  • 
banks  of  the  district  fall  short  of  the  returns  accruing  to  other  lines  emploTic:' 
similar  capital  and  energy  has,  of  course,  been  well  known  to  those  whose  life  wotk  h 
been  along  this  line  of  activity.  But  in  the  mind  of  the  general  public  there  exk: 
an  imiwesBion  so  greatly  at  variance  with  the  facts  that  a  wide  publicity  and  a  ck^v 
understanding  of  the  comparatively  meager  profits  realized  would  no  doubt  domci 
to  create  a  closer  and  more  sjrmpathetic  relation  between  the  banks  of  the  distnct  t: 
their  customers.  Moreover,  in  view  of  the  fundamental  and  sweeping  change  :■ 
our  financial  structure  contemplated  and  effected  by  the  Federal  Reserve  A(i  > 
clearer  and  more  appreciative  general  understanding  of  the  difficulties  ftttead:: 
upon  the  operations  of  the  banking  business  is  highly  desirable,  if  not  almost  esBeoc^ 
to  the  purpose  of  securing  the  full  measure  of  cooperation  necessary  to  effect  the  \^ 
and  salutary  reforms  for  which  this  S3rstem  was  designed. 

The  following  tabulated  analysis  of  earnings  is  arranged  in  groups  accordio;'' 
invested  capital  (i.  e.,  capital,  surplus,  and  undivided  pn^ts): 

Invested  capital:  Nctem^ 

Less  than  $50,000 percent..  6i 

$50,000  to  $100,000 do...-*' 

$100,000  to  $200,000 do.. .5^ 

$200,000 to  $300,000 do...  *' 

$300,000  to  $500,000 do....^r 

$500,000  to  $1,000,000 do....^> 

Over $1,000,000 do...  '^ 

I  might  add,  in  conclusion,  that  the  policy  of  the  bank  has  been  to  issae  as  nu 
Federal  reserve  notes  as  possible  and  to  put  up  gold  with  the  Federal  BeBer\'e  k^ 
to  reduce  outstanding  liability.  In  this  manner  the  Federal  Reserve  Bank  has  b^- 
able  to  accumulate  gold,  which  the  officers  of  the  bank  believe  is  the  conect  polk}  ^ 
pursue.  It  is  thought  highly  desirable  that  ultimately  our  bank  have  oakmi^f' 
and  gold  certificates  and  put  Federal  reserve  notes  out  for  circulatLon  lat»0M  f^' 
of  commerce. 
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Bt-LaW8  of  the  Federal  Rbserye  Bank  op  Atlanta. 

Article  I. — Dvredton. 

SEcnoN  1.  Qvjoirum.-^X  majority  of  the  directon  shall  constitute  ft  quorum  for 
the  transaction  of  businesB,  but  less  than  a  quorum  may  adjourn  from  time  to  time 
until  a  quorum  is  in  attendance. 

Sec.  2.  Vaamdes, — Kb  soon  as  practicable  after  the  occurrence  of  any  vacancy  in 
the  membership  of  the  board  the  chairman  of  the  board  shall  take  such  steps  as  may 
be  necessary  to  cause  such  vacancy  to  be  filled  in  the  manner  provided  by  law. 


and  shall  do  so  upon  the  written  request  of  any  three  airectors,  or  ofthe  governor. 
Notice  of  re^lar  and  special  meetings  may  be  given  by  mail  or  by  tel^;raph.  If 
given  by  mail,  such  notice  shall  be  nudled  at  least  three  days  before  the  oate  of  the 
meeting.  If  given  by  teleeraph,  such  notice  shall  be  dispatched  at  least  one  day  before 
the  date  of  the  meeting,  r^otice  of  any  meeting  may  be  dispensed  with  if  eaoi  of  the 
directors  shall  in  writing  waive  such  notice. 

Sec.  4.  Powers. — ^The  business  of  this  bank  shall  be  conducted  under  the  super- 
vision and  control  of  its  board  of  directors.  subj[ect  to  the  supervision  vested  by  law 
in  the  Fed»^  Reserve  Board.  The  boara  of  corectors  shall  appoint  the  officers  and 
fix  their  compensation. 

The  board  may  appoint  legal  counsel  for  the  bank,  define  his  duties,  and  fix  his 
compensation. 

^  Sec  6.  Special  oommiUees, — Special^  business  of  the  bank  may  be  referred  from 
time  to  time  to  special  committees,  which  shall  exercise  such  powers  as  the  board  may 
delegate  to  them. 

^  Sec.  6.  Order  of  buaineM. — ^The  board  may  from  time  to  time  make  such  regula- 
tions as  to  order  of  businees  as  may  seem  to  it  desirable. 

Article  II. — Executive  oommiUee, 

Section  1.  How  constituted. — ^There  shall  be  an  executive  committee  consisting  ol 
thegovemor.  the  Federal  Reserve  Agent,  and  one  or  more  directors  chosen  from  daises 
A,  B,  or  C;  tne  member  or  members  of  the  committee  chosen  by  the  board  shall  serve 
during  the  pleasure  of  the  board  or  for  terms  fixed  by  it.  Not  less  than  three  membcfs 
of  the  committee  shall  constitute  a  quorum  for  the  transaction  of  businesB,  and  action 
bv  the  committee  shall  be  upon  the  vote  of  a  majority  of  those  present  at  any  meeting 
ofthe  committee." 

The  committee  shall  have  power  to  fix  the  time  and  place  of  holding  regular  or 
special  meetings  and  the  method  of  eiving  notice  thereof. 

The  executive  committee  shall  be  four  in  number,  and  the  term  of  service  for  execu- 
tive committee  members  shall  be  three  months,  with  rotation. 

liiinutes  of  all  meetings  of  the  executive  committee  shall  be  kept  by  the  secretary, 
and  such  minutes  or  digests  thereof  shall  be  submitted  to  the  members  ol  the  board  of 
directors  at  its  next  succeeding  meeting.  Such  minutes  shall  be  read  to  the  meeting 
if  required  by  any  member  of  the  board. 

Sec.  2.  Powers. — Subject  to  the  supervision  of  the  board  of  directors,  as  set  forth 
in  Article  I,  section  4.  tne  executive  committee  shall  have  the  following  powers: 

(d\  To  pass  upon  all  commercial  paper  submitted  for  discount. 

(6)  To  initiate  and  conduct  open-market  transactions. 

(c)  To  recommend  to  the  board  of  directors  from  time  to  time  changes  in  the  dis- 
count rate. 

id)  To  buy  and  sell  securities. 

{e)  To  apply  for  and  provide  for  the  security  of  such  Federal  Reserve  notes  as  may, 
in  the  judgment  of  the  committee  or  of  the  board,  be  necessary  for  the  general  require- 
ments of  the  bank. 

(J)  To  employ  or  to  delegate  to  officers  of  the  bank  authority  to  employ  clerks  and 
other  subordinates  and  to  define  their  duties  and  to  fix  their  compensations. 

is),  '^0  approve  bonds  furnished  by  the  officers  and  employees  of  llie  bank  and  to 
provide  for  their  custody. 

(h)  In  general,  to  conduct  the  business  of  the  bank,  subject  to  the  supervision  and 
control  of  the  board  of  directors. 
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AimcLB  III.— Oj^Soert. 

SscnoN  1.  The  board  of  directxHrs  flhall  appoint  a  govenior,  a  deputy  govena,i 
Bocretary ,  and  a  caahier ,  and  shall  have  power  to  appoint  such  other  officera  u  the  b<ar: 
ma^r  from  time  to  time  determine  to  be  neceaaary  and  appropriate  for  the  conduct  of  1' 
buaineaB  of  the  bank.  The  offices  of  deputy  governor,  eecretary,  and  cadder,  orcr 
two  of  them,  may  be  held  by  oneperson,  in  the  discretion  of  the  board,  lie o&r 
choaen  by  the  board  shall  hold  office  durinff  the  pleasure  of  the  board. 

Sbo.  2.  Federal  Reserve  Agent, — ^The  Federal  Keaerve  Agent,  aa  chaiiman  d  t^ 
board,  shall  preside  at  meetings  thereof.  Copies  of  all  reports  and  statements  madr. 
the  Federal  Keserve  Board  shall  be  filed  witn  the  Federal  Reserve  Agent. 

Sec.  3.  Deputy  Federal  Reserve  Agent. — In  the  absence  or  disability  of  the  Fedsi 
Reserve  Agent  lus  powers  shall  be  exercised  and  his  duties  performed  by  the  depir 
Federal  Reserve  Agent,  who  may  perform  such  other  services  aa  shall  be  pracnk 
by  the  board  of  directors  not  inconsistent  with  his  duties  as  provided  by  law. 

Sec.  4.  The  governor. — Subject  to  the  supervision  and  control  of  the  board  di 
rectors,  the  governor  shall  have  general  charge  and  control  of  the  business  and  t&? 
of  the  bank,  and  he  shall  be  the  chairman  of  the  executive  committee.  He  ehall  lu  \ 
2)ower  to  make  any  and  all  transfers  of  securities  or  other  property  of  the  bank  vti 
may  be  authorized  to  be  sold  or  transferred  by  the  executive  committee  or  bj  t:< 
board.  The  governor  shall  have  power  to  prescribe  the  duties  of  all  subortssr 
officers  and  aeents  of  the  bank  where  such  auties  are  not  specifically  presciibed '': 
law  or  by  the  Doard  of  directors  or  by  the  by-laws.  The  governor  may  sospend  «> 
move  any  employee  of  the  bank. 

Seo.  5.  The  deputy  governor. — In  case  of  the  absence  or  disability  of  the  gore: ' 
his  powers  shall  be  exercised  and  his  duties  discharged  by  the  deputy  sovenwr.  £ 
in  case  of  the  absence  or  disability  of  the  deputy  governor  the  board  sbafl  appoiiit  > 
of  the  other  directors  governor  pro  tempore.  The  duties  of  the  deputy  governor  ix 
otherwise  be  such  as  may  be  prescribed  by  the  board  of  directors  or  by  the  gmeD* 
In  case  the  board  shall  deem  tnat  the  business  of  the  bank  reciuires  the  appointm«t- 
one  or  more  assistant  deputy  governors,  it  shall  have  authority  to  appoint  such  tf^* 
ant  deputygovemor  or  governors  and  wall  prescribe  and  define  his  or  their  duti'^ 

Sec.  6.  The  eecretary. — ^The  secretary  shall  keep  the  minutes  of  all  meetings  of.. 
board  and  of  all  committees  thereof.  He  shall  have  custody  of  the  seal  of  the  k' 
with  power  to  affix  same  to  certificates  of  stock  of  the  bank,  and  by  authority  o!  < 
board  or  the  executive  committee  to  such  other  instruments  as  may  from  time  to  u 
be  required.  The  board  of  directors  may.  in  the  absence  or  disability  of  the  f" 
tary.  or  upon  other  occasion  where  in  the  oiscretion  of  the  board  greater  conveoii^ 
can  DO  attained,  appoint  a  secretary  pro  tempore,  or  empower  one  or  more  oS^' 
affix  the  seal  of  the  oank  to  certificates  of  stock  or  other  instruments.  The  secif^' 
shdl  perform  such  other  duties  as  may  from  time  to  time  be  prescribed  by  thel»* 
of  directoiB,  the  executive  committee,  or  the  governor. 

Sec.  7.  The  cashier. — ^The  caahier  and  at  least  one  other  officer  designated  by ': 
board  of  directors  shall  have  the  joint  custody  of  all  moneys,  investments,  and  »'' 
ties  of  the  bank,  subject  to  such  rules  as  the  board  may  adopt  for  their  safety.  He^ 
perform  such  other  auties  as  may  be  assigned  to  him  from  time  to  time  by  tbeexK^ 
tive  committee,  the  board  of  directors,  or  the  governor. 

Article  IV. — CerHfieates  of  stock. 

Section  1.  Signature. — ^AU  certificates  of  stock,  or  of  payment  of  or  on  accoud  ' 
Btock  subscriptions,  shall  be  signed  by  the  governor  or  a  deputv  governor  and  the  se^ 
tary  or  cashier,  or  such  other  officers  as  may  be  prescribed  oy  the  board,  and  m 
certificatea  ahall  bear  the  corporate  aeal. 

Article  V. 

Section  1.  Business  hours.— The  bank  ahall  open  for  business  from  9  o'clock^ 
o'clock  on  each  day,  except  Sundays  or  days  or  parts  of  days  established  as  legal  ^  ' 
days. 

Article  VI. — Amendments. 

These  by-laws  may  be  amended  at  any  regular  meeting  of  the  boMttkr  Afl4^ 
vote  of  the  entire  board:  Provided,  however,  That  a  copy  of  such  amenAr^  *  ** 
been  delivered  to  each  member  at  least  10  days  prior  to  such  meetiM 


DISTRICT  NO.  7— CHICAGO. 


C.  H.  B08WORTH,  Chairman  and  Federal  Reserve  Agent. 


Officers  and  Dirbotors. 
Directon: 

ClaasA.  Geoige  M.  Reynolds,^  Chicago,  111 Dec.  31, 1918 

Jas.  B.  Foigan,  Chicago,  111 Dec.  31, 1916 

E.  L.  Johnson,  Waterloo,  Iowa Dec.  31, 1917 

Class  B.  A.  H.  Vogel,*  Milwaukee,  Wis. Dec.  31, 1918 

Henry  B.  Joy,  Detroit,  Mich Dec.  31, 1916 

M.  B.  Hutchison,  Ottumwa,  Iowa Dec.  31, 1917 

Class  C.  £.  T.  Meredith,*  Des  Moines,  Iowa Dec.  31, 1918 

C.  H.  Bosworth,  Chicago,  111 Dec.  31, 1916 

W.  F.  McLallen,  Columbia  City,  Ind Dec.  31, 1917 

OfBicers: 

C.  H.  Bosworth,  chairman  of  the  board  and  Federal  Reserve  Agent. 

W.  F.  McLallen,  deputy  chairman,  etc.,  and  secretary. 

James  B.  McDougal,  governor. 

C.  R.  McKay,  deputy  governor. 

B.  G.  McCloud,  cashier. 

S.  B.  Cramer,  acting  auditor. 

Member  advisory  council:  Jas.  B.  Foigan. 

The  Federal  Reserve  Act  was  approved  by  the  President  December  23, 1913.  The 
oi^ganization  committee  proceeded  promptly  to  divide  the  country  into  districts  and 
to  conduct  the  election  of  class  A  and  class  B  directorB.  The  aimouncement  of  class  C 
directors  of  the  Federal  Reserve  Bank  of  Chicago  was  made  on  October  7,  and  the  first 
meeting  of  directors  of  the  Reserve  Bank  of  Chicago  was  held  at  the  rooms  of  the 
Chicago  Clearing  House  Association  on  October  13,  1914. 

A  meeting  at  Washington  of  all  the  directors  of  all  of  the  banks  with  the  Federal 
Eleserve  Board  was  called  for  October  20,  and  at  that  meeting  it  was  agreed  that  all  the 
[>ankB  could  open  for  business  on  November  16,  although  the  time  for  oiganization 
^as  necessarily  short. 

A  call  for  the  payment  on  November  2  of  the  first  installment  of  subscriptions  to  the 
irapital  stock  of  the  Federal  Reserve  Banks  was  issued  by  the  Federal  Reserve  Board, 
ind  on  October  25  the  Secretary  of  the  Treasury  stated  that  he  had  determined  to 
innoimce  on  November  16,  1914,  the  establishment  of  the  Federal  Reserve  Banks  in 
ill  the  Federal  reserve  districts,  and  on  October  28  the  Federal  Reserve  Board  advised 
the  member  banks  to  arrange  to  transfer  the  required  reserves  to  the  new  banks  on  that 
late.    All  the  national  banks  in  this  district  except  two  became  members. 

Mr.  F.  A.  Delano,  Vice  Crovemor  of  the  Federal  Reserve  Board,  was  present  at  the 
irst  meeting  of  the  board  of  directors  of  the  Federal  Reserve  Bank  of  Chicago.  At 
his  meetiDg  the  directors  classified  themselves  into  one,  two,  and  three  year  terms 
nd  took  up  the  selection  of  quarten  and  the  election  of  officers. 

Xhe  full  board,  with  ona  «ifiepti0n,  attended  the  joint  conference  at  Washington  on 
^cmober  20;  on  *^'^ ^"^  %  moonkd  meeting  was  held  on  October  23,  and  at  this 


*  BMippointed  for  tbrae  yean. 
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meetmg  a  seal  was  selected,  by-laws  adopted,  an  executive  committee  nsmed^tbep-r- 
emor  appoinled,  and  the  executive  conunittee  ordered  to  canvass  all  ayukbtes^ 
for  quarters  for  the  bank. 

Up  to  and  including  November  16, 1914,  four  directors'  meetings  and  d^t  execntiT! 
committee  meetings  were  held,  all  officers  appointed,  quarters  selected,  sod  on  thek 
named  date  the  Federal  Reserve  Bank  of  Chicago  opened  for  busineaB  at  CMil: 
Monroe  Streets. 

The  following  telegrams  were  exchanged  between  the  Secretaiy  of  the  Tnucr. 

and  the  bank: 

WASHiNOTONy  D.  C,  Novemhff  16,  I9li 

C.  H.  BOSWORTH, 

Federal  Reserve  Agent,  CTnioago,  lU. 
Please  accept  my  cordial  congregations  upon  the  opening  of  the  Federal  Bcht 
Bank  of  your  district  and  my  sincere  commendation  upon  the  effective  work  you  hi*^ 
done  in  preparing  the  bank  for  business  in  the  short  time  allowed  for  the  openiof.  I 
am  sure  that  the  Federal  Reserve  Banks  will  serve  a  great  and  beneficent  punxMC 
the  future  of  our  country,  and  I  am  sure  that  this  department  and  the  Federal  Bee^ 
Board  may  count  upon  your  loval  cooperation  in  the  important  work  and  dutitt  vltb 
have  been  confided  to  you.    My  hearty  good  wishes  for  your  success. 

W.  G.  McAww 

Ghicaoo,  Novembo' 1€,  l9:i 
Hon.  W.  G.  McAdoo, 

Chairman  Federal  Reserve  Boardy  WaskingUm,  D,  C. 

Allow  us  to  extend  our  congratulations  to  you  and  ypur  associates  on  the  F«kr> 
Reserve  Board  upon  the  successful  opening  of  the  district  banks.  We  are  plessec 
announce  that  the  Federal  Reserve  Bank  of  Chicago  opened  on  time  at  10  oTlockl 
morning  fully  prepared  to  perform  the  functions  requirod  of  it.  On  behalf  of  ws*> 
and  all  the  directors  of  this  institution  we  have  to  say  that  you  may  count  upos  :* 
loyal  cooperation  in  this  important  work. 

J.  B.  McDouoAL,  Qcfwr^ 
C.  H.  BoawoBTH,  Ctesrwn 

AcnvrnEs  of  the  Board  of  Dirbctgrs. 

When  the  bank  was  organizing,  directors'  meetings  were  frequent  and  held  "S^ 
call  of  the  chairman.  During  1915,  however,  a  regular  monthly  meeting  has  been  fn^ 
satisfactory,  as  a  very  full  report  of  executive  committee  proceedings  is  sent  out  u^ 
directors  every  week.  Since  organization,  there  have  been  17  directors'  meetiop* 
80  executive  committee  meetings.  Upon  different  occasions  members  of  the  Fede 
Reserve  Board  have  visited  the  bank  and  have  attended  directors'  meetingB-  F:: 
directors,  residents  of  Chicago,  with  the  governor  as  chairman,  conadtute  the  execc^' 
committee.  At  the  beginning  this  committee  met  from  three  to  four  times  ftv*^ 
After  January  8,  1915,  two,  and  since  June  25,  1915,  one  meeting  per  weekhu^* 
sufficient.  Occasionally  one  or  more  of  the  out-of-town  directors  have  met  vith:^ 
committee. 

The  committe  reviews  the  acts  of  the  officers  in  the  matter  of  rediscounts  for  nKs-^- 
banks  and  the  purchase  of  acceptances  and  other  investments  and  passes  vi^^ 
current  questions  of  policy,  methods,  and  procedure,  subject  to  ratification  V  * 
board  of  directors.  The  directors  approve  or  disapprove  of  the  acts  of  the  exec^ 
committee,  receive  reports  from  the  officers,  determine  interest  and  diaoount  nte^^ 
in  general,  perform  the  functions  ordinarily  exercised  by  boards  of  directofa. 

BusDnBss  AND  Bankinq  GoNDmoNS  DuBiNQ  This  Pbbiod. 

The  Federal  Reserve  Bank  of  Chicago  was  opened  just  as  buainess  wiibiguiiuDi^ 
recover  from  the  shock  occasioned  by  the  declaration  of  war  in  Europe^  itm^^ 
ber  16, 1914,  the  steadying  and  quieting  influence  of  the  Federal  luiaivo^pleB  W 
to  be  felt  and  a  quick  reduction  began  in  the  high  rates  of  interest  IlllinJUJwWnr 

Early  in  August  Aldrich-Vreeland  currency  had  been  applied  ^^tj^^^ 
associations  located  in  this  district  to  the  amount  of  $38,198,490.  «H^^ 
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Moines,  and  Chica^  banks  had  issued  clearing-house  certificates.  About  the  time 
this  bank  was  organized  the  banks  began  to  redeem  their  Aldrich-Vreeland  currency 
and  to -retire  their  clearing-house  certificates.  By  January  1, 1915,  a  better  tone  was 
apparent.  Member  banks  were  discounting  widi  the  reserve  bank  to  the  extent  of 
$3,000,000,  almost  all  of  which  was  from  large  city  banks.  This  amount  gradually 
dwindled  to  $760,000  on  the  1st  of  May,  practically  all  coming  from  smaller 
coimtry  banks.  There  was  a  plethora  of  money  in  the  banks,  but  business  was  still 
timid  and  sensitive  to  war  reports,  and  weather  conditions  all  over  the  United  States 
were  unusually  unfavorable  to  growing  crops. 

Between  May  and  September  crop  prospects  improved  until  there  was  a  practical 
certainty  of  a  record  production;  so-called  war  orders  b^an  to  make  themselves  felt; 
railroads  began  necessary  betterment  work  and  the  buying  of  additional  equipment; 
and  lumber  and  the  building  trades  began  to  take  on  Life,  except  in  Chicago,  where 
the  strikes  caused  a  complete  tie-up  in  building  operations  until^July.  Diuring  this 
third  quarter  of  the  year  bank  deposits  continued  abnormally  high  and  interest  rates 
unusually  low. 

The  marketing  of  crops  was  delayed  imtil  well  into  the  last  quarter  of  the  year.  A 
considerable  per  cent  of  the  com  crop  was  damaged  by  early  frosts  and  is  now  being 
fed  to  stock,  resulting  in  increased  loans  to  farmers  by  country  banks  and  in  the 
member  banks  rediscounting  with  the  Federal  Reserve  Bank  to  the  extent,  at  this 
date,  of  a  little  over  $3,000,000.  Illustrating  the  solid  character  of  commercial  and 
manufacturing  activities,  advices  from  the  steel  and  iron  trade  show  increasing  demand 
and  the  output  is  almost  all  for  domestic  requirements.  Railroads  are  showing  heavy 
increases  in  earnings.  General  business  conditions  and  seasonable  weather  are  favor- 
able to  a  much  greater  volume  of  merchandising,  both  wholesale  and  retail,  than  a 
year  ago.  Deposits  in  Chicago  banks  increased  over  $40,000,000  between  the 
Comptroller's  calls  of  September  2  and  November  10, 1915. 

Confidence  in  the  inmiediate  future  is  evidenced  by  the  large  expenditures 

undertaken  for  the  purpose  of  enlarging  outputs  and  the  steady  buying  of  retailers  to 

replace  or  enlarge  depleted  stocks.    Money  rates  are  low  and  bank  deposits  are  still 

increasing. 

Character  op  Discounting. 

The  first  discounting  with  the  Federal  Reserve  Bank  of  Chicago  by  member  banks 
was  done  by  several  of  the  large  Chicago  banks  and  was  largely  complimentary  and 
for  the  purpose  of  blazing  the  way  and  setting  an  example. 

Later  on,  some  discounting  was  undertaken  for  the  purpose  of  enabling  the  members 
borrowing  to  retire  Aldrich-Vreeland  cmrency.  From  the  latter  part  of  December, 
1914,  to  March,  1915,  much  of  the  discounting  was  from  Iowa,  Illinois,  and  Indiana 
banks,  and  was  due  to  local  emergencies  caused  by  the  hoof-and-mouth  disease.  Lat- 
terly, in  1915,  some  discounting  has  been  occasioned  by  the  poor  and  unmarketable 
quality  of  the  com  crop  in  certain  sections  of  the  district.  In  addition  to  this  there 
has  been  more  or  lees  continuous  discounting  in  a  small  way  due  to  the  individual 
requirements  of  a  number  of  the  country  banks. 

Meetings  and  Organization  of  Federal  Reserve  Agents. 

A  conference  of  all  the  12  Federal  Reserve  Agents  was  called  by  the  Board  and  was 
held  in  the  Treasury  Building,  Washington,  February  1  to  6, 1915,  at  which  many  sub- 
jects were  discussed. 

A  second  conference  was  called  and  held  at  Washington  November  4  to  6, 1915.  At 
both  conferences  joint  sessions  with  the  Federal  Reserve  Board  were  held.  At  the 
November  conference  a  permanent  organization  was  effected  and  an  executive  com- 
mittee appointed.  The  executive  committee  met  in  joint  conference  with  the  execu- 
tive committee  of  the  governors  of  reserve  banks  at  Washington  November  17,  1915. 
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Federal  Reserve  Notb-Issuino  Gapacttt  and  Poucy  or  the  Ba^tk. 

Taking  the  statement  of  the  bank  of  December  1,  1915,  and  aftor  setting  aside  'ix 
required  35  percent  reserve  against  deposits,  the  bank  had  left  $27,697,106  gold  veaer* 
applicable  to  a  Federal  Reserve  note  issue.  The  goUd  reserve  required  by  the  A : 
against  a  note  issue  is  40  per  cent.  This  $27,697,106  would  therefore  sustain  a  Fed«=. 
Reserve  note  issue  of  $69,242,765 .  The  Federal  Reserve  Board  is  authorized  to  re<h> 
this  reserve  requirement,  so  that  the  note-issuing  capacity  of  the  bank  could  r»L' 
be  extended  to  a  sum  in  excess  of  $100,000,000. 

It  is  the  policy  of  the  bank  to  issue  Federal  Reserve  notes  freely  where  conditic- 
and  circumstances  make  it  necessary.  Up  to  the  present  time  it  has  bad  no  occi&k 
to  issue  Federal  Reserve  notes  except  for  the  purpose  of  iamiMmvAng  member  baii- 
and  the  public  with  the  new  form  of  currency.  While  $4,380,000  in  notes  has  be*-: 
issued,  the  issue  was  quickly  covered  with  gpld  of  equal  amount  deposited  vitli  .- 
Federal  Reserve  Agent,  thus  producing  no  expansion. 

Unfted  States  Bond-Seoured  Currenct. 

Under  the  Act  the  Federal  Reserve  Banks  are  authorized  to  deposit  United  Sv» 
Government  bonds  having  the  circulation  privilege  and  to  receive  from  the  C<c> 
troUer  of  the  Currency  circulating  notes,  which  shall  be  issued  and  redeemed  in..' 
the  same  terms  and  conditions  as  national-bank  notes,  except  that  they  are  not  lim:> 
to  the  amount  of  the  capital  stock  of  the  bank  issuing  them .  This  bank  has  had  prii>. 
$2,560,000  of  such  bond-secured  notes,  ready  for  issue.  None  have  been  iasued  zv 
date.  This  currency  is  available,  however,  in  case  of  emergency.  It  would  a!^ 
available  in  case  of  rediscounting  with  us  by  another  Federal  Reserve  Bank,  v'l-' 
currency  shipment  to  the  other  bank  was  necessary,  as  Federal  Reserve  notes  cou]^ 
be  used  for  this  purpose,  the  law  not  allowing  one  Federal  Reserve  Bank  to  pay 
the  Federal  Reserve  notes  issued  by  another  bank,  except  under  a  heavy  penalty. 


Federal  Reserve  Bank  as  Fiscal  Aobmt  of  the  United  Statbs  GovxRNia^' 

On  November  23, 1915,  the  Secretary  of  the  Treasury  announced  that  be  had  dp-' 
mined  to  appoint  the  Federal  Reserve  Banks  depositariesand  fiscal  agents  of  the  Uni- 
States  on  January  1,  1916.  The  dexxMsits  of  all  officers  of  the  Government  in  the 
of  Chicago  now  made  with  the  national  banks  of  that  city  at  present  designate:  £ 
United  States  depositaries  will  be  made  with  the  Federal  Reserve  Bajik,  with .: 
exception  of  post-office  funds  and  the  deposits  to  the  credit  of  a  United  States  <"  ' 
and  its  officers,  and  the  Federal  Reserve  Bank  will  be  required  to  cash  all  Govenir.-: 
warrants  and  checks  drawn  on  the  Treasurer  of  the  United  States  which  may  be  p- 
sented  to  it  in  the  same  manner  and  to  the  same  extent  as  the  national-bank  dep>:e- 
ries  are  now  required  to  honor  such  checks.  The  amount  held  by  the  nationai-U- 
deposltaries  in  Chicago  to  the  credit  of  the  Treasurer  of  the  United  States  at  the  c' 
of  business  December  31, 1915,  will  be  transferred  to  the  Federal  Reserve  Bank;  i:* 
amoimt  is  approximately  $1,000,000  at  present. 

Election  of  Directors. 

The  terms  of  one  class  A  and  one  class  B  director  expire  on  December  31, 1915.  ■ 
election  to  choose  their  successors  was  held  in  November,  resulting  in  the  reelectir: 
both  of  the  old  directors.  The  term  of  one  class  C  director  expired  on  December: 
1915,  and  he  has  been  reappointed  by  the  Federal  Reserve  Board  for  Uuree  ^md- 

Trusteb  Powers  to  National  Banks.    ^^^ . 

Up  to  December  1, 1915,  special  permits  have  been  gran'  ^^9v* 
Board  to  national  banks  in  the  seventh  district  to  act  as  ti  ^l^- 

not  In  contravention  of  State  laws,  as  foUows:  To  20  natic  H  t 

in  Illinois;  to  11  in  Iowa;  to  8  in  Michigan,  and  to  4  ir  ~  \ 


i 
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Membership  of  State  Banks. 

* 

Recognizing  that  a  unified  banking  system,  embracing  in  its  membership  the  well- 
managed  banks  of  the  country,  small  and  large,  State  and  National,  is  the  aim  of  the 
Federal  Beserve  Act,  the  Federal  Reserve  Board  Issued  on  June  7, 1915,  its  Circular 
No.  14  providing  foir  membership  of  State  banks  in  the  system.  The  regulations 
were  made  as  liberal  as  possible  and  even  provided  a  method  by  which  State  banks 
which  joined  might  withdraw — ^a  privil^e  not  accorded  by  the  Act  to  the  national 
banks. 

Two  State  banks — the  Bank  of  Wisconsin,  Madison,  Wis.,  and  the  Central  Trust 
Company  of  Illinois,  Chicago,  111., — joined  the  system  at  its  inception. 

Since  then  the  following  State  banks  have  become  members: 

Commercial  &  Savings  Bank,  Albion,  Mich. 

ElmhuFBt  State  Bank,  Elmhurst,  111. 

Commercial  Trust  &  Savings  Bank,  Joilet,  111. 

Bcdger  State  Bank,  Milwaukee,  Wis. 

Fruit  Growers  State  Bank,  Saugatuck,  Mich. 

The  Internal  Organization  and  Personnel  of  the  Bank. 

The  directors  of  the  three  classes  being  men  of  wide  experience,  from  the  small  as  well 

as  the  large  cities,  compose  an  able  and  efficient  board,  fairly  representing  all  interests, 

including  banking,  commercial,  industrial,  and  agricultural.    The  executive  officers 

of  the  bank  were  taken  from  the  banking  activities  of  the  commimity,  where  each 

has  had  years  of  practical  experience.    The  heads  of  the  various  departments  and 

other  employees  came  from  active  positions  in  various  banks,  where  they  received 

the  practical  training  essential  to  the  best  service.    The  various  departments  are  now 

fully  organized  and  equipped  and  in  readiness  for  increasing  activities,  whatever 

they  may  be. 

Rates  of  Discount. 

Discount  rates  naturally  are  influenced  by  prevailing  conditions,  and  in  naming 
rates  it  is  the  policy  of  the  bank  to  carefully  consider  the  general  business  situation. 
Should  the  demands  be  sufficient  to  absorb  a  considerable  amount  of  the  bank's 
resources,  it  is  the  policy  of  the  board  of  directors  immediately  to  reconsider  the  estab- 
lished rates  with  a  view  to  advancing  them  if  advisable.  On  the  other  hand,  should 
conditions  be  such  as  to  indicate  that  the  established  rates  are  excessive,  due  con- 
sideration will  be  given  to  a  readjustment  downward. 

Discounting. 

It  is  the  policy  of  the  bank  to  lend  liberal  assistance  to  deserving  banks  fcnr  seasonal 
or  emergency  purposes,  and,  on  the  other  hand,  to  discourage  any  tendency  toward 
over-expansion.  From  the  outset  the  officers  have  undertaken  by  correspondence 
and  by  personal  interview  to  familiarize  member  banks  with  the  procedure  in  dis- 
counting, which  has  been  made  as  simple  and  expeditious  as  possible,  all  unnecessary 
formality  being  eliminated. 

Open-Market  Operations  to  December  31, 1915. 

Open-market  transactions  to  date  have  been  confined  to  the  purchase  of  Govern- 
ment bonds,  short-time  municipal  warrants,  and  bankers'  acceptances.  The  total 
of  bankers' acceptances  purchased  is  $5,782,002.03,  represented  by  bills  drawn  against 
exports  or  imports  and  accepted  by  banking  institutions  of  known  responsibility. 
The  total  of  municipal  obligations  purchased  is  $7,713,901.59,  represented  by  warrants 
and  bonds  issued  by  44  municipsdities  in  various  States,  of  maturities  ranging  from 
16  days  to  6  months.  The  total  of  United  States  bonds  purchased  is  $4,231,000,  all 
carrying  the  circulation  privil^e  as  follows:  $2,525,000  United  States  2  jper  cent 
bonds  and  $1,706,000,  3  per  cent,  the  threes  being  due  and  payable  in  1918. 
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The  CHECK-OoixBonoN  System. 


I 

1 


On  November  16,  1914,  the  date  this  bank  opened  for  btiflinees,  itinaUlledaci 
lection  system  by  taking  from  member  banks  for  immediate  credit  checks  dnvm  h] 
member  banks  on  member  banks  located  in  Chicago  and  the  seveii  resenre  cities? 
this  district.  On  December  3, 1914,  the  collection  service  was  enlaigedtoinch^ 
all  items  drawn  on  member  banks  located  in  Chicago  and  the  seven  reserve  cities k 
this  district. 

On  December  16, 1914,  the  bank  began  taking  checks  drawn  upon  all  of  tlieFeiifsl 
Reserve  Banks  for  immediate  credit.  This  was  a  temporary  arrangement  and  Eubj^r^ 
to  revision  at  such  time  as  a  permanent  plan  for  clearing  between  Federal  R^fr.^ 
Banks  could  be  agreed  upon.  On  April  7,  1915,  the  member  banks  were  adTisc 
that  a  voluntary  intradistrict  collection  system  would  be  established  and  th&tites 
would  be  received  for  immediate  credit  at  par  from  such  banks  as  joined  the  (^ 
tion  system,  provided  they  were  drawn  upon  banks  which  were  membetB  oi  iH 
collection  system.  On  June  10,  1915,  the  voluntary  intradistrict  collection  ersts 
was  put  into  effect. 

On  June  15, 1915,  the  bank  began  receiving  items  on  all  the  Chicago  clearing^^> 
banks  from  member  banks  whether  they  had  joined  the  collection  system  or  d' 
and  in  addition  checks  and  drafts  on  Federal  Reserve  Banks  located  in  Boston  V' 
York,  Philadelphia,  and  St.  Louis  for  immediate  credit  at  par  except  vbeii  u- 
amounts  exceeded  $10,000,  in  which  case  it  reserved  the  right  at  its  option  to  wo" 
the  items  at  the  market  rate  for  exchange  on  the  cities  mentioned .    Checb  on  c>^ 
Federal  Reserve  Banks  which  were  previously  received  for  immediate  credit  at  F 
were  then  received  on  a  deferred-credit  basis  of  from  one  to  four  days,  in  acconiar 
with  the  schedule  of  deferred  credits  approved  bythe  Federal  Reserve  Board.  Besio^ 
receiving  the  above  items  from  member  banks,  whether  they  had  joined  the  coll^ 
tion  system  or  not,  it  began  on  June  14,  1915,  receiving  from  member  banks  that  i* 
members,  of  the  collection  system  checks  and  drafts  on  member  banks  locAted ': 
Boston,  New  York,  Philadelphia,  and  St.  Louis  for  immediate  credit  at  par,  reserr.. 
the  right  at  its  option  to  receive  these  items  at  the  market  rate  for  exchange  on  ^ 
cities  when  the  amounts  exceeded  $10,000. 

No  further  changes  in  the  collection  system  have  been  made  up  to  d&t«.  ^-^ 
development  of  the  check-collecting  function  has  proved  the  most  difficult  ^^^-^ 
confronting  the  management  of  the  bank. 

Operations  of  Check-Collegtino  System. 

From  November  16,  1914,  to  December  3,  1914,  drafts  drawn  by  member  bwb^ 
reserve  and  central  reserve  city  banks  in  district  No.  7  were  cleared  as  shown  bek^ 

AVERAGE  per  DAT. 


Number  of  items: 

City 7 

Country 89 


Total. 


96 


Amount: 

City 1125. 

Country ^-^ 


Total. 


issJ 


From  December  3  to  December  16  all  checks  drawn  on  member  banks  in  re^ 
and  central  reserve  cities  of  district  No.  7  were  cleared  as  shown  below. 


AVERAGE  PER  DAT. 


Number  of  items: 

City 793 

Country 2, 262 

Totel 3,055 


Amount: 

City ^^ 

Country ^ 

Total -^ 


fCflrt 
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Fiom  December  16  to  June  10  all  checks  drawn  on  member  banks  in  reserve  and 
central  reserve  cities  of  district  No.  7  and  checks  drawn  on  all  other  Federal  Reserve 
Banks  were  cleared  as  follows: 

Average  per  day. 


Date. 


December  16-90. 

January 

February 

March. 

April 

May 

June  1-10. 


Number  of  items. 


City. 


803 
911 
715 
703 
704 
730 
708 


Country. 


2,403 
3,250 
3,200 
3,202 
3,262 
3.108 
3,306 


Other 
Federal 
Rflserre 
Banks. 


10 
25 
33 
39 
48 
43 
49 


Total. 


3,366 
4,192 
4,017 
4,004 
4,014 
3,971 
4,122 


Amount. 


City. 


1902,000 
1,004,000 
1,243,000 
1,675,000 
1,436,000 
1,377,000 
1,454,000 


Country. 


1700,000 
1,315,000 
1,144,000 
1,430,000 
1,064,000 
K 962, 000 
1,395,000 


Othff 
Federal 


Banks. 


1525,000 
730,000 
734,000 
649,000 
666,000 
735,000 

1,434,000 


Total. 


62,217,000 
3«049,000 
3,121,000 
8,754,000 
3,166,000 
3.074,000 
4,283,000 


From  June  10  to  December  31  all  checks  drawn  on  member  banks  of  district  No.  7 
which  have  joined  collection  system,  checks  on  members  of  Chicago  Clearing  House 
Association,  checks  on  all  other  Federal  Reserve  Banks,  and  checks  on  member 
banks  in  Boston,  New  York,  Philadelphia,  and  St.  Louis  were  cleared  as  follows: 

Average  per  day. 


Date. 


June  10-30. 

July 

August 

September 
October. . . 
November 
December. 


Number  of  items. 


City. 


944 
1,669 
1,699 
1,981 
2,212 
2,248 
2,472 


Country. 


4,953 
5,715 
5,695 
6,477 
7,752 
7,916 
8,384 


Other 
Federal 
Reserve 
Banks. 


50 
61 
64 
82 
94 
95 
106 


Total. 


5,947 

7,445 

7,458 

8,540 

10,058 

10,304 

10,964 


Amount. 


City. 


61,616,000 
1,843,000 
1,793,000 
2,121,000 
2,964,000 
3,462,000 
3,725.000 


Other 

Country. 

Federal 
Reserve 

Banks. 

1987,000 

1958,000 

1,125,000 

721,000 

1,155,000 

515,000 

1,353,000 

1,225,000 

1,752,000 

1,212,000 

1,952,000 

1,509,000 

1,963,000 

2,087,000 

Total. 


$3,561,000 
3,689,000 
3,463,000 
4,609,000 
5,928,000 
6,923,000 
7,745,000 


Items  and  Amount  Handled. 

From  November  16,  1914,  to  December  31, 1915,  the  check-collection  department 
has  handled,  without  charge  to  the  member  banks,  2,122,405  items,  the  sum  total 
amoimt  of  which  was  $1,303,629,563.43. 

Exchange  and  Collection  Charges  on  Checks  in  this  District. 

Exchange  chaiges  in  this  district  are  not  excessive,  being  rarely  over  $1  per  $1,000. 
I  n  Illinois  about  50  per  cent  of  the  member  banks  remit  at  par.  The  rates  of  the  banks 
which  charge  run  from  25  cents  to  $1  per  $1,000.  In  Indiana  possibly  15  per  cent 
of  the  banks  remit  to  their  Chicago  correspondents  at  par.  The  rates  of  the  banks 
which  chaige  run  from  about  50  cents  to  $1  per  $1,000,  and  in  some  instances  as  high 
as  $1.25  i>er  $1,000.  In  Iowa  about  25  per  cent  remit  at  par,  the  remainder  chaiging 
about  $1  per  $1,000.  In  Michigan  and  Wisconsin  there  are  very  few  jt&r  points,  as 
nearly  all  banks  duoge  $1  per  $1,000.  Outside  of  the  banks  which  have  joined  the 
collection  svs*^"*  "^nr  lav  leductions  in  exchange  charges  have  been  made.  There 
are  a  fev  -igreeing  to  remit  at  the  rate  of  10  cents  per  letter 

regard le  has  been  no  reduction  to  any  extent  of  exchange 

chaigea  ction  system. 


V 
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Ihpobtance  c 


r  THE  Bank  to  thb  CoMMUHnr. 
Not  withstanding  the  relatively  smalt  demaadB  on  most  of  them  lor  eithw  fn-L 
or  currency,  the  Federal  Reserve  Banlca  have  performed  an  important  functii's: 
the  creating  of  confidence  and  in  etabilizing  the  financial  Btructuie  of  llie  romp 
Duiing  the  several  very  critical  periods  this  year  the  system  fully  deMooflninl  i- 
worth,  inspiring  confidence  and  baniahing  fear,  and  [oreetalUng  panic  fmatka? 
fact  of  ile  existence. 

ATnruDE  Toward  Member  Bankb. 

The  Federal  Reserve  Bank  of  Chicago  belongs  to  its  membera.  They  have  hnM 
the  entire  capitalization  and  are  the  sole  depoaitors;  they  have  elected  eiio'ii 
nine  directors,  and  the  directors  in  turn  have  elected  all  the  officeia  of  the  bank  cio^r 
the  chairman  of  the  board.  The  attitude  toward  member  banks  is  odo  oI  a^-u 
cooperation  for  the  purpose  of  securing  for  them  and  through  them  for  tlie  basEirt 
community  and  the  public  every  advantage  intended  and  poaaible  under  the  i'. 


Table  h.— Federal  Ratrvt  noUa. 
[Flguna  aX  close  or  buslnns  Dec.  31,  lOlfi.] 

Total  Federal  Reserve  notes  printed  for  this  bank 10,000" 

Held  in  Washington  ready  for  shipment $50, 620,  OOO 

Held  by  Federal  Reserve  Agent  (new  notee) 4,660,000 

Imuedtobank 4,720,000 

Outstanding  in  circulation,  secured  by  deposit  of  gold  with  Federal  I 

Reserve  Agent 4,3ai,*j 

Returned  by  bank  for  cancellation  and  destruction V^.A 

Not«a  of  other  Federal  Reserve  Banks  redeemed  and  returned  to  issuing  | 

bank \X''  \ 

Our  notee  returned  to  us  by  other  Federal  Reserve  Banks I'*" 

Table  B.— Compomfive  aCaUinenC  o/invatmenU — wmtmonlUy. 


Date. 

BlUl 

dbroun(iN], 
membaa. 

boughl. 

United  Ellal« 

txmdi. 

Wi 

lOM. 

11, 000, 000. CO 

3,ao!,i»i.nji 

3,181,7I«.U 

2.6fl7,07<,« 
3,07ll,HS.5« 

i;ow;2ie,98 

787,581.00 
055,771.23 
990.018.82 
BIS,  WO.  71 

n>i|i8a!5i 

002,374.22 

i)2io|tm!93 

i;«5;  788,38 

i;ifll>70'.8S 
1,290,298.33 

2',37«:038:8e 
2  780  309.30 
2,973,487,33 
8,«3,373.29 

1915. 

11,000,000.00 

Hi 

3188,801.74 

1,412' 5)«!  24 

1,589,810.34 

l|m4|08D!30 
67B,.H5.84 

27.'i;4M:eO 

1,119;  435: 93 

i',ixis',3(a.t& 

1,521,971.13 
I,  «7, 119. 87 

'""  li 

flSS' 

Dm.    1 

}■' 

' 

DISTRICT  NO.   7 — CHICAQO. 
Tablb  C.^Reoordo/duoount  mta. 


zataivt— 

"c" 

Uaturltles 

Ustnrltlo 

llkturltlM 
ovwW 

Ptretat. 

PtrtaU. 

3 

P<T<«lt. 

^                               m$. 

Cable  D. — ShowMif  lotatt  /or  Ihe  dittriet  of  capital,  turjilu*,  dejnand  depoaiU,  lime 
dtpotita,  total  retourea,  borrowed  money,  and  paper  elig^le  /or  reditoount  tn'lA  the 
Federal  Reurve  Bank  o/  Chicago  at  ihown  by  the  reporte  to  the  Comptroller  o/the  Cur- 
rency Nov.  10,  1915. 


«-°S£— 

R«»erTO  clHo, 

Conntrytauiks. 

Totol. 

ns.ooT^ooaoo 

400  000.00 
13S,M7,000.00 

131,000,000.00 

»T3acomnnn 

309;  I7i 
177,  JW 
737,383 
8,I» 

000.00 

000,00 

is 

1,735,&» 

ndlvkliul  demand  dmosllai 

000,00 

■  Buk  dcpoite  omltud. 

The  total  of  "  Paper  eligible  for  rediacount"  doee  not  reflect  the  true  condition,  as 
L  great  many  of  the  member  banks  did  not  report  under  this  heading. 


Table  E. — CapitalttodtttAKription$ato/I>ee.3I,  191S. 

'entnl  reserve  city  banb ^,  488, 000 

leserve  city  banks 2, 196, 700 

buntry  banks 6,605,600 

Total 13,289,200 


?ABLE  F. — Shmoing  rnerve  required  to  be  deposited  with  Fe^ral  Reserve  Bant  of  Ckieaqo 
Dee.  1,  1915,  figured  from  tiie  Comptroller's  call  of  Nov.  10,  1915,  and  vmipared  vnth 
actiiol  balances  as  shown  by  books  on  Dec.  1,  1915. 
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Table  G,—IHsoounl  department  operaHoru  Nov.  16,  1914,  to  Dec.  SI,  1914. 
[116  appUcaUons  for  dJscoant  approved  at  4  p«r  cent  to  6  i>er  cent  from  78  mflmber  banks.] 


Illinois.... 
Indiana... 

Iowa 

Michigan.. 
WisooDsin. 


Reserve  cities. 


Banks. 


Total 


»7 

}■ 

2 


11 


Amount. 


14,207,350.00 

108, 782.  S6 

30,500.00 

125,000.00 


4,471,632.66 


Coontrr. 


17 

29 

2 

4 


AiPff-L 


15     $142,  Lr 


224  '^- 

33isr. 
130.-- 

62,:.. 


67  I    9>,l< 


1  Central  reserve  city. 


Table  H. — Discount  department  operations  Jan.  i,  1915,  to  Dec.  SI,  1915. 

[1,040  applications  for  discount  from  143  member  banks  approved  at  rates  vBiytns  ftom  4  per  es.: 

6  per  cent] 


Illinois 

Indiana... 

Iowa 

Michigan.. 
Wisconsin, 


Total. 


Reserve  cities. 


^mks. 


13 


Amount 


$1,442,618.68 


158,000.00 


1,600,618.68 


Coontiy. 


33 

21 

76 

5 

3 


138 


Amooni 


«l,ei,2'' 
l.Sfc,r^ 

4,260.  ^- 
206" 
209,  :u 


^  Central  reserve  city. 


DISTRICT  NO.  8— ST.  LOUIS. 


William  McG.  Mabtin,  Giairman  and  Federal  Reserve  Agent. 


On  May  2,  1914,  the  reserve  bank  organization  committee  announced  the  bound- 
iriea  of  Federal  reserve  district  No.  8. 

On  May  11,  1914,  this  committee  designated  five  banks  to  execute  the  organiza- 
ion  certificate,  and  on  May  18  representatives  of  the  banks  met  in  the  rooms  of  the 
St.  Louis  Clearing  House  Association  in  the  city  of  St.  Louis  and  signed  the  oi^nl- 
sation  certificate  of  the  Federal  Reserve  Bank  of  St.  Louis.  Arkansas  was  repre* 
lented  by  the  German  National  Bank,  of  Little  Rock,  Mr.  J.  D.  Goldman,  president, 
ind  Mr.  W.  A.  Hicks,  cashier,  signing  the  certificate  for  that  bank.  Illinois  was 
■epresented  by  the  Ayers  National  Bank,  of  Jacksonville,  Mr.  M.  F.  Dunlap,  presi- 
lent,  and  Mr.  0.  F.  Buffe,  cashier,  signing  the  certificate.  Indiana  was  repre- 
sented by  the  Second  National  Bank,  of  New  Albany,  Mr.  Earl  S.  Gwin,  president, 
ind  Mr.  Geo.  A.  Newhouse,  jr.,  cashier,  signing  for  that  bank.  Kentucky  was  repre- 
sented by  the  National  Bank  of  Kentucky,  Louisville,  Mr.  Oscar  Fenley,  president, 
ind  Mr.  H.  D.  Ormsby,  cashier,  signing  the  certificate.  Tennessee  was  represented 
3y  the  First  National  Bank,  of  Memphis,  Mr.  J.  A.  Ombeig,  president,  and  Mr.  C.  Q. 
Earris,  cashier,  signing  for  it. 

The  reserve  bank  organization  committee  had  sent  out  preferential  ballots  in 
iccordance  with  the  Federal  Reserve  Act  to  all  member  banks,  and  on  August  10, 
L914,  it  announced  that  group  No.  1  had  elected  Mr.  Walker  Hill,  of  St.  Louis,  as  class 
\.  director,  and  Mr.  Murray  Carleton,  of  St.  Louis,  as  class  B  director;  that  group  No.  2 
lad  elected  Mr.  Frank  O.  Watts,  of  St.  Louis,  as  class  A  director,  and  Mr.  W.  B.  Plunk- 
Ht,  of  Little  Rock,  Ark.,  as  class  B  director;  that  group  No.  3  had  elected  Mr.  Oscar 
b^nley,  of  LouisviUe,  Ky.,  as  class  A  director,  and  Mr.  Le  Roy  Percy,  of  Greenville, 
Vfiss.,  as  class  B  director. 

On  September  30,  1914,  the  Federal  Reserve  Board  announced  the  appointment 
>f  Mr.  William  McO.  Martin  as  Federal  Reserve  Agent  and  chairman  of  the  board 
)f  directore,  and  Mr.  W.  W.  Smith  as  deputy  Federal  Reserve  Agent  and  vice  chair- 
nan,  and  that  these  two  gentlemen,  together  with  Mr.  John  W.  Boehne,  of  Evansville 
[nd.,  would  be  the  three  class  0  directors. 

On  Monday,  October  5,  1914,  the  three  class  C  directors  of  this  bank  met  with  the 
federal  Reserve  Board  in  its  rooms  in  the  Treasury  Building  at  Washington,  D.  C, 
x>  receive  preliminary  instructions  and  discuss  the  necessary  steps  for  the  organi- 
uvtioD  of  the  bank.  Upon  the  return  from  this  meeting,  on  October  13,  an  informal 
meeting  of  the  board  of  directors  was  called  by  the  chairman  of  the  board.  This 
lad  to  be  an  informal  meeting,  as  some  of  the  directors  had  not  had  time  fully  to 
qualify  in  accordance  with  the  provisions  of  the  law,  and  was  for  the  purpose  of  hav- 
ing the  directors  become  acquainted  with  one  another  and  talk  over  tentative  plana 
for  the  oiganization  of  the  bank.  All  the  diTBotqy  were  present,  except  Mr.  Le  Roy 
Percy,  of  Greenville,  Miss.  At  this  maa/kkm  Afeiflnjxman  read  a  telegram  from 
he  secretary  of  the  Federal  Reservi  ^«  A&t  a  conference  had  been 

;alled  for  October  20  in  Washingtony  the  directors  of  each 
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Federal  Reserve  Bank  be  present,  if  possible.  There  were  selected,  as  the  r^r^ 
sentatives  of  this  bank,  to  be  present  at  the  meeting  of  directors  in  Wadbingtoi 
Mr.  Oscar  Fenley  and  Mr.  Frank  O.  Watts,  class  A  directors,  Mr.  W.  W.  Smith,  cLc 
C  director,  and  the  chairman  of  the  board.  These  gentlemen  all  attended  the  ws&- 
ing  in  Washington,  and  took  part  in  the  discussions  with  other  directors  in  the  as- 
sideration  of  plans  for  the  opening  of  the  banks. 

On  October  23  the  Federal  Reserve  Board  called  for  the  first  installment  of  ca^ 
stock,  a  payment  in  gold  equal  to  one-sixth  of  the  total  amount  of  capital  stock  aUottel 
to  each  bank,  such  remittance  to  be  made  on  or  before  November  2, 1914. 

On  October  25,  1914,  the  Secretary  of  the  Treasury  stated  that  he  had  detenok^: 
to  announce  the  establishment  of  the  Federal  Reserve  Banks  in  all  the  Fetkr«. 
reserve  districts  on  November  16,  1914.  This  announcement  was  made  serc^x 
days  before  it  was  possible  to  hold  the  first  regular  meeting  of  the  board  of  direet^ 
of  this  bank.  Its  first  regular  meeting  was  held  on  October  28,  in  tlie  board  mc 
of  the  Mississippi  Valley  Trust  Co.,  St.  Louis.  All  of  the  directors  were  ppesec*. 
Anticipating  an  early  opening  of  the  bank,  the  chairman  of  the  board  had  gcme  al»^ 
and  ordered  certain  records,  in  order  to  facilitate  matters,  and  at  this  meeting  of  ^ 
board  his  actions  were  ratified.  The  directors  also  decided  by  lot,  on  their  teimf. 
office,  in  accordance  with  the  provisions  of  the  law,  the  result  being  as  follows: 

CLASS  A. 

Mr.  Frank  0.  Watts,  for  a  term  to  expire  one  year  from  January  1,  1915. 
Mr.  Oscar  Fenley,  for  a  term  to  expire  two  years  from  January  1,  1915. 
Mr.  Walker  Hill,  for  a  term  to  expire  three  years  from  January  1,  1915. 

CLASS  B. 

Mr.  Murray  Oarleton,  for  a  term  to  expire  one  year  horn  January  1,  1915. 
Mr.  W.  B.  Plunkett,  for  a  term  to  expire  two  years  from  January  1, 1915. 
Mr.  Le  Roy  Percy,  for  a  term  to  expire  three  years  from  January  1,  1915. 

CLASS  c. 

Mr.  William  McC.  Martin,  for  a  term  to  expire  one  year  from  January  1,  1915. 

Mr.  Walter  W.  Smith,  for  a  term  to  expire  two  years  from  January  1,  1915. 

Mr.  John  W.  Boehne,  for  a  term  to  expire  three  years  from  January  1,  1915. 

A  corporate  seal  was  also  adopted  and  by-laws  decided  on.  A  conmiittee  v^ 
appointed  to  recommend  the  salaries  of  the  governor  of  the  bank,  deputy  goverta 
and  cashier,  and  its  report  was  adopted.  The  officers  elected  were  as  follows:  Ect 
Rolla  Wells,  governor;  Mr.  William  W.  Hoxton,  deputy  governor  and  seoi^tary;  M' 
C.  E.  French,  cashier. 

This  organization  meeting  of  the  board  occiured  on  October  28,  and  the  bank  )a'. 
to  open  its  doors  for  business  on  November  16,  thus  giving  only  a  little  over  two  we^- 
in  which  to  find  quarters,  get  the  necessary  equipment,  and  become  establisbtc 
Prior  to  this  time  there  had  been  no  officers  of  the  bank,  except  the  chairman  of  \y 
board  and  the  vice  chairman,  and,  in  accordance  with  the  call  of  the  Federal  Reser' 
Board,  gold  was  being  received  in  payment  of  the  first  installment  of  capital  sta-K 
The  chairman  of  the  board  accepted  these  payments  as  they  came,  gmve  Ida  recar 
for  them,  and  arranged  that  they  be  deposited  in  a  safe-deposit  box  itt  mmi 
Valley  Trust  Co.  Access  could  be  had  to  this  box  only  by  the 
Agent  when  accompanied  by  Mr.  W.  W.  Smith,  his  deputy.    A^  pdir 

meeting  of  the  board  the  chairman  reported  what  he  and  his  d 
regard  to  accepting  these  payments,  and  their  action  was  con£ 
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officeTB  were  appointed  for  the  bank  and  qualified,  these  capital  stock  payments 
Were  turned  over  to  them,  and  were  found  to  be  correct. 

B^mning  ^with  October  1  the  chairman  received  a  great  number  of  applications 
lor  positions  -with  the  bank.  Wherever  possible,  the  applicants  were  seen,  and  all 
applicationB  w^ere  filed  in  order  of  receipt,  so  that  when  it  came  to  choosing  the  official 
staff  and  the  office  force,  every  application  was  given  due  consideration. 

A^  niunber  of  possible  locutions  for  the  new  bank  had  been  looked  over  by  the 

cnamnan  and  his  deputy,  and  these  were  reported  to  the  first  regular  meeting  of  the 

board  of  directors.    At  this  meeting  the  board  appointed  these  two  gentlemen  and 

Governor  Wells  as  a  committee  to  select  temporary  quarters  and  to  purchase  such 

furniture  and  equipment  as  the  bank  required.    At  the  first  meeting  of  the  executive 

committee,  held- on  November  4,  this  conmiittee  reported  that  it  had  succeeded  in 

getting  temporary  quarters  on  the  fourth  floor  of  the  Boatmen's  Bank  Building. 

This  was  a  new  building,  located  on  the  northeast  comer  of  Olive  Street  and  Broadway, 

and  the  fourth  floor,  fortunately,  had  not  been  completely  finished,  so  quick  work 

was  pos^ble.    In  order  to  get  it  ready  for  occupancy  on  November  16  it  was  necessary 

that  those  supplying  fixtures  and  those  at  work  on  the  building  be  pushed  day  and 

night,  but,  with  great  effort,  we  succeeded  in  getting  everything  ready,  so  that  on 

the  morning  of  November  16,  1914,  this  bank  opened  its  doors  for  business. 

The  vaults  were  extremely  inconveniently  located  a  considerable  distance  from 
our  banking  room,  but  they  were  safe,  the  very  best  procimible,  and  we  have  suc- 
ceeded in  operating  with  them.  Visits  to  the  vaults,  due  to  their  location,  have  con- 
sumed a  considerable  amount  of  the  time  of  employees,  but  it  was  a  condition  that 
could  not  be  remedied. 

This  bank  was  opened  for  business  promptly  on  the  day  set,  and  had  its  own  staff 
of  officers  and  employees,  though  the  St.  Louis  banks  had  very  kindly  offered  to  lend 

us  men  if  needed. 

Officers  and  Employe es. 

On  the  day  of  opening  the  staff  numbered  6  officers  and  17  other  employees.  For 
a  few  days  it  had  the  assistance  of  Mr.  William  C.  Tompkins,  auditor  of  the  Third 
National  Bank  of  St.  Louis,  who  helped  inaugurate  the  accounting  system,  but  with 
this  exception,  the  bank  was  opened  with  its  own  employees. 

Eight  days  after  the  opening  of  the  bank  there  was  started  a  limited  clearing  sjrstem, 
and  on  December  4  the  bank  extended  its  clearing  facilities  and  offered  to  collect 
for  member  banks  checks  and  drafts  drawn  on  any  Federal  Reserve  Bank  and  checks 
and  drafts  drawn  on  all  member  banks  of  this  district.  In  order  to  have  a  sufficient 
force  to  take  care  of  the  possible  number  of  items  that  might  come  in  under  this 
enlargement  of  the  clearing  system,  it  was  necessary  to  increase  the  force,  so  that  on 
January  1, 1915,  the  bank  had  6  officers  and  40  employees. 

Now  that  experience  has  shown  the  approximate  number  of  items  to  be  expected 
under  given  conditions,  and  the  scope  of  other  work  necessary  in  carrying  on  the 
operations  of  the  bank,  it  has  been  possible  to  decrease  the  working  force  until  at 
the  close  of  this  year  there  were  on  the  rolls  5  officers  and  34  employees. 

On  January  6,  1915,  the  Deputy  Federal  Reserve  Agent,  Mr.  Walter  W.  Smith, 
resigned  to  take  effect  January  15, 1915,  to  become  vice  president  of  the  Third  National 
Bank  of  St.  Louis.  This  vacancy  was  not  filled  imtil  June  2, 1915,  when  the  Federal 
Reserve  Board  appointed  as  Mr.  Smith's  successor,  Mr.  T.  G.  Tupper,  who  had  been 
connected  with  the  bank  since  its  organization  as  manager  of  its  credit  department. 

On  July  19, 1915,  Mr.  G.  E.  French  resigned  aa  cashier,  to  take  effect  August  7, 1915, 
aa  he  had  been  appointed  by  the  Oomptroller  of  the  Currency  as  chief  examiner  of 
Federal  Reserve  District  No.  8.  Since  his  resignation,  the  deputy  governor,  Mr, 
William  W.  Hoxton,  has  been  the  acting  cashier. 
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Directors  and  Bt-laws. 

The  by-laws  adopted  by  the  board  of  directors  of  this  bank  follow  very  doKhru- 
by-laws  suggested  at  the  conference  of  directors  held  in  Washington  prior  to  thec^'d 
ing  of  the  bank.  They  prescribe  that  there  shall  be  two  meetinga  of  the  boaid  t^t 
month,  on  the  first  and  third  Wednesdays,  at  10  o'clock  a.  m.,  and  if  thatdivV. 
holiday,  on  the  second  succeeding  full  business  day.  There  have  been  28  me^' 
of  the  board  since  the  organization  of  the  bank,  with  an  average  attendaDce  of  ifz 
directors. 

This  bank  has  four  out-of-town  directors,  and  attendance  at  the  board  meed:  \ 
donsumes  a  considerable  amount  of  their  time.  It  takes  one  of  the  directocs  t  u, 
&nd  a  day  to  come  from  his  home  to  St.  Louis.  It  has  been  rejwrted  that  there  :•• 
rumor  that  directors  receive  $5,000  a  year  for  their  services  to  this' bank.  Its^j 
impossible  that  this  could  be  the  general  impression,  but  if  anyone  has  sach  i£'? 
neous  idea,  this  is  the  place  to  correct  it.  The  directors  of  this  bank  receive  i- 
traveling  expenses  and  the  usual  fee  for  attending  meetings.  The  mooej  -^i 
pensation  is  not  anything  Like  adequate  for  the  time  these  gentlemen  give  to  tbeaf^' 
of  the  bank. 

The  proposed  form  of  by-laws  suggested  an  executive  committee,  compoeedofi^ 
members  of  the  board,  but  this  was  changed  so  that  the  by-laws  of  this  bank  oE 
an  executive  committee  consisting  of  the  governor,  the  Federal  Reserve  Agent,  ^  i*^ 
directors  chosen  from  classes  A  and  B,  this  committee  to  serve  during  the  pleBfc 
the  board  of  directors  or  for  terms  fixed  by  it.    With  the  exception  of  the  Fe^-r. 
Reserve  Agent,  under  these  by-laws,  directors  of  class  C  are  not  eligible  as  rr-^ 
members  of  the  executive  committee,  though  it  is  provided  that  the  goverocr  t  j 
invite  any  other  members  of  the  board  to  sit  with  the  executive  committee  aoc 
such  members  have  full  right  of  membership  during  such  meeting. 

At  the  first  meeting  of  the  board  there  were  elected  to  serve  on  the  executiTe :  -! 
mittee,  in  addition  to  the  chairman  of  the  board  and  the  governor  of  the  bank  -  • 
Walker  Hill,  Mr.  F.  0.  Watts,  and  Mr.  Murray  Carleton,  all  of  St.  Loois.  I^-j 
three  elected  members  were  to  serve  during  the  pleasure  of  the  board  for  a  tes 
office  expiring  at  the  first  regular  meeting  of  the  board  of  directors  to  be  be^' 
January,  1916. 

As  the  by-laws  were  first  passed,  the  executive  committee  was  not  given  ih?^ 
to  fix  the  discount  rates,  but  later  it  was  found  advisable  to  amend  th«n,  boHs^'^ 
executive  committee  now  has  the  power  *'  to  fix  the  discount  rates  and  changes^ 
from  time  to  time,  subject  to  review  and  determination  by  the  Federal  Be^r 
Board." 

During  the  first  few  months  of  the  bank's  existence  the  executive  committee:^ 
several  times  a  week.  It  is  now  holding  two  meetings  a  week,  one  on  Monday  ^^  '^ 
on  Thursday,  at  10.30  o'clock  a.  m.  Up  to  and  including  December  31, 1915,  tb* 
have  been  150  meetings  of  the  executive  committee. 

Copy  of  the  by-laws,  as  amended  and  in  force  at  the  writing  of  this  report,  m^'* 

attached  as  Exhibit  A. 

Rediscount  Rates. 

On  November  16,  1914,  the  day  of  opening,  this  bank  established  a  rediflcountn. 
of  6  per  cent  for  all  maturities  of  paper  eligible  for  rediscoimt  under  the  law.  ^ 
rate  was  justified  by  the  conditions  then  existing.  In  the  latter  part  of  Decemb^  *^ 
early  in  January  money  began  to  be  more  plentiful,  and  it  seemed  advisable  to " 
a  preferential  rate  for  notes  of  shorter  maturity.  Accordingly,  on  January  7,  I^- 
4  J  per  cent  rate  was  announced  for  i>aper  maturing  within  30  days,  a  5  per  cent  r* 
for  paper  maturing  within  60  days,  a  5i  per  cent  rate  for  paper  maturing  vi# ' 
days,  and  a  6  per  cent  rate  on  agriculttual  and  live-stock  loans  runmng  from  **  '* 
to  6  months.  Our  rediscount  rates  have  been  changed  from  time  to  time,  io  *''' ' 
ance  with  the  conditions  within  the  district.    On  June  24  a  rate  of  3  per  ccnt^ 
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eeUbliahed  on  paper  matuiitig  within  10  days.  It  was  Uiougbt  that  perhaps  this  rate 
could  be  aviuled  of  by  our  laige  city  banks  in  order  to  meet  Ibeir  demands  for  very 
short  time  payments,  such  as,  for  instance,  buildiDg  up  their  legal  reserves,  tempo- 
rarily depleted,  or  the  payment  of  a  heavy  debit  in  the  clearing  house.  Much  to  our 
surprise,  however,  the  first  offering  o(  this  class  of  paper  came  from  a  country  bank. 

During  the  late  winter  and  early  spring  member  banks'  reserves  and  deposits  in- 
creased rapidly,  and  dieir  discount  ratex  consequently  declined  ateadily.  During  the 
early  pBzt  of  the  year  bank  rates  to  customers  in  the  larger  cities  were  about  5)  to  S 
percent,  and  commercial  paper  of  the  best  names  was  selling  from  4J  to  5  per  cent.  In 
March  the  rate  further  declined,  and  5  per  cent  was  the  usual  bank  rate,  with  com- 
mercial paper  selling  around  4  per  cent.  Commercial  paper  brokers  generally  com- 
plained of  an  inactive  business.  Banks  looked  forward  to  the  period  of  crop  move- 
ment, anticipating  an  increased  demand  for  funds,  and  accordingly  a  higher  rote  of 
interest.  This,  however,  did  not  materialize,  the  demand  for  crop-moving  purpoees 
being  below  normal,  and  discount  rates  remained  at  a  low  level.  Such  being  the 
case,  on  September  14  this  bank  reduced  its  rote  on  90.day  paper  to  4  per  cent,  putting 
it  on  a  level  with  30  and  60  day  rates.  On  this  same  day  the  bank  announced  a  3  per 
cent  rate,  available  for  "commodity  paper,"  having  a  maturity  of  not  more  than  90 
days,  provided  the  bank  offering  same  could  certify  that  the  loan  was  originally  made 
at  a  rate  not  exceeding  6  per  cent.  This  was  designed  to  help  the  carrying  of  cotton, 
wheat,  and  commoditieaof  alikekind.  Also,  on  September  11,  in  order  to  encourage 
the  use  in  business  of  "trade  acceptances,"  the  bank  established  a  rate  on  this  class 
of  paper  one-half  per  cent  lower  than  its  SOnlay  rate,  the  ral«  being  3)  per  cent  on 
Diaturities  of  not  more  tban  90  days.  8o  far  the  banks  have  not  availed  themselves, 
to  any  great  extent,  of  any  of  the  preferential  rates — that  is,  the  3  per  cent  rote  on 
lO^lay  paper,  the  3}  per  cent  rate  on  trade  acceptances,  and  the  3  per  cent  commodity- 
paper  rate. 

In  October  of  this  year  the  demand  was  somewhat  more  active,  especially  in  the 
iouthem  parts  of  the  district,  but  this  was  not  sufficient  to  cause  any  marked  increase 
in  rates.  At  the  end  of  October  the  rates  were  still  below  normal  for  this  time  of  the 
^ear,  the  bank  rate  ranging  from  H  tab  per  cent,  and  commercial  paper  of  the  beet 
oamee  was  scarce  even  at  a  rate  of  3}  to  4  per  cent  for  maturities  up  to  six  months. 

The  board  of  directors  of  this  bank  has  realized  from  the  beginning  that  the  fixing 
ii  rediscount  rates  was  perhaps  the  most  responsible  of  its  functions.  In  the  &tce  of 
samings  not  up  to  our  expectation  and  with  a  desire  for  increased  business  there  was 
1  temptation  to  lower  the  rotee.  However,  the  board  thoroughly  appreciated  the  fact 
that  if  ratee  were  placed  at  so  low  a  level  as  to  encourage  member  banks  to  allow 
their  customers  te  borrow  too  much  money  and  extend  too  much,  the  result  would  be 
ui  overexpansion  in  business  and  the  possibility  of  a  dangerous  situation.  The  policy 
)f  the  board  has  been  to  establish  a  rate  which  would  enable  the  member  banks  to 
Tieet  every  Intimate  demand  of  business  in  their  respective  localities  at  a  reasonable 
-ate  to  customers  and  at  the  same  time  not  stimulate  loans  to  a  point  of  dangerous 
sxpansion.  Sincethebankwasestabliahed  tberehave been  seven  changesin  the  redis- 
»unt  rates,  the  dates  on  which  these  changes  have  occurred  and  the  rates  for  the 
liSerent  maturities  being  as  follows: 


an.  T.ivU. 
''eb.  3,  KU 
lpr.!i,IWl 
una  34,  im 
lept.  14, 191 
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Effect  of  Federal  Rebebye  Rates  on  Rates  in  General. 

Since  the  establishment  of  the  Federal  Reserve  Bank  it  is  interesting  to  examine 
the  rates  which  banks  have  been  paying  for  borrowed  money  and  also  the  rates  which, 
banks  have  been  granting  their  customers.  From  reports  of  member  banks  made  to 
the  Comptroller  of  the  Currency  the  following  is  noted:  On  May  1,  1915,  the  average 
rate  that  banks  paid  for  borrowed  money  was  5.24  per  cent;  on  June  23,  5.22  x>er  cent; 
on  September  2,  5.05  per  cent;  and  on  November  10,  4.96  per  cent.  This  shows  a 
steady  decrease  in  the  rate  at  which  banks  borrowed  from  their  correspondents. 
During  all  this  period  they  could  have  borrowed  from  the  Federal  Reserve  Bank  at  a 
less  rate. 

There  has  also  been  a  decrease  in  the  rate  which  member  banks  charge  their  cus- 
tomers. The  30-day  average  rate  to  customers  on  May  1, 1915,  in  this  district  was  7.31 
per  cent;  on  June  23,  6.94  per  cent;  on  September  2,  7.06  per  cent;  and  on  November 
10,  6.87  per  cent.  The  decrease  in  rates  to  customers  has  been  greater  in  two  or  three 
of  the  large  cities  than  in  the  smaller  towns.  The  country  banks,  as  a  rule,  have 
made  little  decrease  in  their  rates  of  interest  to  customers. 

Rediscountino. 

On  November  18,  two  days  after  the  opening  of  this  bank,  we  received  our  first 
offering  of  paper,  amounting  to  $1,000,000.  Our  next  rediscounts  were  received  on 
November  23,  and  totaled  $21,000.  On  November  27  the  next  offerings  were  re- 
ceived, aggregating  $52,000.  The  following  day  we  received  an  offering  amounting  to 
$4,224.95,  and  on  November  30  one  amounting  to  $500,000. 

From  the  opening  of  the  bank  to  the  end  of  business  on  Friday,  December  4,  1914, 
this  bank  had  received  a  total  amount  of  rediscounts  of  $1,654,507.76.  In  fact,  two 
days  after  the  opening  of  the  bank  more  rediscounts  were  on  hand  than  have  been 
received  during  any  one  week  since  then.  The  rediscoimts  received  during  the  week 
ending  Friday,  December  11,  1914,  amounted  to  $71,500.  Since  that  time  the  redis- 
coimts have  increased  with  more  or  less  regularity  from  week  to  week. 

Attached  hereto,  as  Exhibit  B,  is  a  statement  of  commercial  paper  offered  by  mem- 
ber banks  and  accepted  each  week,  showing  total  of  each  maturity  and  total  of  all 
maturities  to  and  including  December  31,  1915.  Also  attached,  as  Exhibit  C,  is  a 
chart  showing  the  same  facts  in  graphic  form. 

The  total  rediscounts  accepted  by  the  bank  from  its  opening  on  November  16, 1914, 
to  December  31, 1915,  amounted  to  $8,231,082.92.  Of  this  amount,  $2,363,330.16,  or 
28.71  per  cent,  was  of  30-day  maturity;  $2,821,311.81,  or  34.28  per  cent,  was  of  60-day 
maturity;  $2,431,693.76,  or  29.54  per  cent,  was  of  90-day  maturity;  and  $614,747.19, 
or  7.47  per  cent,  was  of  paper  maturing  within  6  months.  Nearly  two-thirds  of  the 
paper  accepted  by  the  bank  was  of  the  60  and  90  day  class.  There  were  3,828  notes 
accepted  during  this  period,  and  of  this  number  118  were  for  amounts  less  than  $100 
each. 

From  a  study  of  the  number  of  member  banks  offering  rediscounts  from  the  differ- 
ent States  and  cities  of  the  district  it  may  be  said  that  the  smaller  banks,  rather  than 
the  larger  ones,  have  shown  a  tendency  to  use  our  service.  The  banks  in  St.  Louis 
and  Louisville  have  not  had  occasion  to  avail  themselves,  to  any  great  extent,  of  the 
rediscount  privilege.  Below  is  given  a  table,  showing  number  of  member  banks 
offering  rediscounts  from  each  State  each  month  from  the  opening  of  the  bank,  the 
total  number  of  banks  offering  rediscounts  from  the  whole  district  each  month,  the 
number  and  percentage  of  different  banks  offering  rediscounts  from  each  State,  and 
the  number  and  percentage  offering  rediscounts  from  the  whole  district  since  the 
bank's  opening: 
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state  or  city. 


1914 


Irkaosas.... 

lUnoIs 

ndiana 

Kentucky... 
/ouisvllle... 
fJssisslppi., 
fissoiirl.... 

t.  Louis 

'ennessee... 


Total. 


I 

I 


6 


1915 


3 
6 
1 
4 


3 
1 
4 


21 


9 


4 

7 
2 
4 


Xi 


1 
2 
4 


4 

3 
3 
3 


5 

15 

3 

4 


=5 

p. 


3 
*2 


24 


24 


32 


5 

13 

2 

2 


1 
8 


I 


9 

18 
1 
3 


34 


1 

7 


44 


7 

16 
2 
4 


2 

8 


44 


9 
9 
1 
1 


3 

5 


6 


34 


0 
< 


11 
16 


5 
9 


52 


I 


t 


13 

11 

2 

4 


4 

13 


54 


I 

O 


7 

11 

1 


3 
10 


45 


t 
^ 


7 

11 

3 

7 


4 

13 
1 
8 


54 


a 


6 

11 

4 

7 


5 
8 


45 


M 


O 

I 


24 
42 
10 
14 


8 
19 

4 
10 


131 


467 


62 

38.7 

157 

26.7 
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From  November  16, 1914,  to  January  1, 1916,  the  number  of  different  member  banks 
ccommodated  through  the  discount  of  paper  was  131.  The  number  of  different 
>anks  accommodated  through  the  discount  of  paper  from  January  1, 1915,  to  the  end 
f  the  calendar  year  was  129. 

It  will  be  noted  that  a  little  over  one-fourth  of  our  member  banks  have  availed 
hemselvee  of  the  rediscount  privilege,  and  this  number  is  steadily  increasing  from 
nonth  to  month.  We  have  made  regular  customers  of  these  banks,  the  majority  of 
.hem  making  frequent  offerings.  It  is  gratifying  to  find  this  steady  normal  increase, 
LS  it  shows  that  as  our  member  banks  become  more  familiar  with  the  83r8tem  they  are 
Aking  advantage  of  its  facilities.  This  increased  use  of  the  rediscount  privilege  of 
iie  Federal  Reserve  Bank  is  also  shown  from  an  analysis  of  the  reports  to  the  Comp- 
jx)ller  of  the  Currency,  to  wit:  On  March  4  this  bank  held  approximately  18  per  cent 
>f  the  total  loans  of  the  member  banks  in  this  dbtrict;  on  May  1,  18.4  per  cent;  on 
Tune  23,  17.98  per  cent;  on  September  2,  27.03  per  cent;  and  on  November  10,  25.17 
>er  cent. 

The  following  table  gives  the  approximate  percentage  of  rediscounts  of  the  Federal 
ileserve  Bank  of  St.  Louis  as  compared  with  the  total  borrowings  of  member  banks 
or  the  district  and  for  each  State  within  the  district,  according  to  the  reports  made  to 
he  Comptroller  of  the  Currency  under  calls  of  March  4,  May  1,  Jime  23,  September  2, 
md  November  10,  1915: 


Date  of  call. 

District. 

Arkan- 
sas. 

Ullnois. 

Indiana. 

Ken- 
tucky. 

Missis- 
sippi. 

Missouri. 

Tennes- 

Jar.  4. 1915 

18.40 
18.40 
17.98 
27.03 
25.17 

12.8 
8.9 
20.6 
23.8 
17.9 

13.7 
16.3 
18.9 
27.0 
29.9 

30.9 
33.6 
27.9 
34.5 
15.5 

5.4 
8.2 
3.6 
6.7 
16.0 

10.3 
10.2 
15.7 
22.7 
17.7 

47.3 

4ay  1.1915 

8.3 

3.5 

25.2 

19.6 

54.0 

UDe2S.  1915 

33.9 

topt.  2. 1915 

40.9 

^ov.  10.1915 

48.3 

It  is  difficult  to  draw  definite  conclusions  from  this  statement,  as  conditions  vary 
X)nsiderably  in  the  different  sections  of  the  district.  From  the  above,  however,  it 
ivould  appear  that  the  member  banks  in  Tennessee  have  realized  the  possibilities  of 
;he  Federal  B«serve  Act  to  a  greater  extent  than  those  of  any  other  State.  Indiana 
dso  has  an  excellent  record  in  this  respect.  The  above  figures  seem  to  indicate  a 
pro  wing  appreciation  on  the  part  of  bankers  in  Arkansas,  Illinois,  and  Missouri.  The 
)ffering8  from  Kentucky,  however,  haam  hma  spasmodic  and  rather  disappointing. 

A  further  examination  of  tb<'  rOomptroller  of  the  Currency  shows  that, 

n  spite  of  the  fact  that  me]  '      "'     "it  with  the  Federal  Reserve 

Bank,  in  which  they  are  stoc  istrict  have  placed  appioxi- 

nately  one-third  of  their  U/  outside  of  the  district.   On 
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March  4  the  borrowings  of  member  banks  from  banks  outside  of  the  district  amounted 
approximately  to  11,275,000;  on  May  1,  approximately  $1,070,000;  on  June  23,  ai>- 
proximately  $1,103,000;  on  September  2,  approximately  $1,637,000;  and  on  November 
10,  approximately  $2,746,000. 

If  the  borrowing  banks  of  this  district  had  placed  their  loans  which  they  made  out- 
side of  the  district  with  the  Federal  Reserve  Bank  of  St.  Louis,  it  woidd  have  enabled 
their  Federal  Reserve  Bank,  in  which  they  own  stock,  to  have  earned  considerably- 
more  money  and  would  have  not  taken  any  business  away  from  the  banks  within  the 
district.  It  appears  from  the  rei)orts  to  the  Comptroller  that  few,  if  any,  of  these 
loans  were  made  at  a  less  rate  of  discount  than  the  rate  offered  by  this  bank.  The 
average  maturity  of  paper  rediscounted  with  us  is  probably  in  excess  of  60  days.  If 
it  be  supposed  that  these  member  banks  had  rediscounted  with  us  the  $7,830,000  of  loans 
which  they  placed  with  banks  outside  of  the  district,  at  our  60-day  rate — i  per  cent — 
this  bank  would  have  received  an  additional  revenue  of  approximately  $52,200,  which 
would  have  helped  our  showing  considerably. 

The  following  figures,  taken  from  the  re|>ort8  of  member  banks  to  the  Comptroller 
of  the  Currency,  are  interesting: 

The  reports  of  September  2  showed  that  loans  of  member  banks  were  divided  as 
follows: 

With  banks  within  the  district $1,580,000 

With  banks  outside  the  district 1, 630, 000 

With  Federal  Reserve  Bank 1,190,000 

Total 4,400,000 

Of  this  total,  27  per  cent  was  borrowed  from  the  Federal  Reserve  Bank. 
The  reports  of  November  10  showed  that  loans  of  member  banks  were  divided 
as  follows: 

With  banks  within  the  district $2, 450, 000 

With  banks  outside  the  district 2, 745,000 

With  Federal  Reserve  Bank 1,750,000 

Total 6,945,000 

Of  this  total,  the  Federal  Reserve  Bank  held  25  per  cent.  In  brief,  the  total  loan 
of  member  banks  within  this  district  increased  $2,545,000  from  September  2  to  Novem- 
ber 10.  In  this  same  period  the  rediscounts  with  the  Federal  Reserve  Bank  increased 
only  $560,000,  or  about  22  per  cent  of  the  increase. 

Clearings. 

Eight  days  after  the  opening,  on  November  24,  1914,  this  bank  inaugurated  its 
clearing  system  by  the  collection  for  its  member  banks  of  checks  and  drafts  on  other 
Federal  Reserve  Banks  and  checks  and  drafts  drawn  by  member  banks  of  this  dis- 
trict on  member  banks  located  in  Louisville  and  St.  Louis. 

On  December  4,  1914,  it  extended  the  clearing  facilities  and  offered  to  collect  for 
member  banks  checks  and  drafts  drawn  on  all  member  banks  in  this  district  and 
checks  and  drafts  drawn  on  other  Federal  Reserve  Banks.  All  items  handled  were 
credited  to  the  banks  from  which  received,  on  the  day  of  receipt,  and  charged  to 
the  drawee  bank  on  the  same  day.  It  soon  developed  that  banks  in  reserve  and 
central  reserve  cities,  located  outside  of  District  No.  8,  were  sending  in  a  great  number 
of  items  on  member  banks  to  be  cleared  at  par,  while  member  banks  were  not  able 
to  build  up  their  balances,  so  depleted  by  checks  on  their  correspondents  located 
outside  of  the  district.  Therefore,  on  December  18,  in  order  to  protect  member 
banks,  the  bank  was  compelled  to  refuse  to  accept  for  collection  or  credit  checks  or 
drafts  drawn  on  member  banks  of  this  district  that  bore  the  indorsement  of  banks 
in  any  reserve  or  central  reserve  city  located  outside  of  District  No.  8.    It  was  forced 
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take  this  step,  (u  there  was  pncticftlly  no  development  of  the  check  clouing  system 
(Hide  of  this  district. 

The  clearing  system  is  baaed  on  the  assumption  that  the  intent  of  the  Federal 
tjerve  Act  is  that  every  membei  bank  be  required  to  cover  at  par  all  checks  and 
ifta  drawn  upon  it  received  from  the  Federal  Reserve  Bank  oE  which  said  bank 
a  member.  Therefore  the  collection  system,  as  Jirst  started,  was  mandatory  upon 
■mber  banks.  However,  when  10  of  the  other  Federal  Beeerve  Banks  started 
llectioQ  systems  on  the  voluntary  basis,  this  bank  felt  that  it  should  put  its  member 
□ks  on  the  same  basia  as  the  member  banks  of  other  districts.    Consequently, 

April  12, 1915,  the  bank  notified  the  member  banks  that  on  and  aft«r  May  17, 1915, 
ey  would  have  the  option  ol  remaiiiiDg  in  the  clearing  system  and  having  their 
stomera'  checks  cleared  through  us  at  par  or  of  withdrawing  from  the  clearing  system 
d  having  their  customers'  checks  handled  through  the  old  channels.  On  that  date 
ere  were  462  member  banks  in  District  No.  8,  and  on  May  17, 1915,  when  the  volun- 
:y  system  went  into  effect,  about  20  per  cent  of  our  member  banks  withdrew. 
□CO  that  time  there  have  been  12  withdrawals  and  9  additions  to  the  clearing 
stem.  The  fact  that  there  have  been  any  additions  indicates  that  the  system  as 
crated  by  the  bank  has  attracted  some  banks  after  they  more  fully  understixid  it, 
d  the  fact  that  so  few  have  withdrawn  indicates  that  a  majority  ot  the  member 
nks  in  this  district  consider  the  system  practical. 

This  bank  from  the  beginning  hsiS  operated  on  an  immediate  credit  and  immediate 
-bit  basis,  and  therefore,  on  Tuesday,  November  16,  1915,  the  St.  Louis  Clearing 
ouso  Association  amended  its  rules  and  regulations  affecting  collection  charges, 

be  in  effect  on  and  after  December  1,  1915,  as  follows: 

''On  all  such  items  payable  or  collectible  at  par  in  St.  Louis,  where  immediate 
eilit  is  had,  the  charge  shall  be  discretionary  with  each  bank  or  trust  company. 
ems  collectible  at  par  in  St.  I.ouis,  where  immediate  credit  is  had,  shall  not  be 
garded  as  finally  paid  until  received  and  paid  by  banks  upon  which  drawn,  and 
coutso  may  be  had  upon  the  clearing  bank  on  such  items  as  may  be  dishonored, 

(or  losses  occurring  in  the  maib,  provided  such  claims  are  made  in  due  course.". 
With  this  amendment  in  effect  St.  Louis  business  men  will  be  able  to  receive 
ir  for  their  checks. 

Prior  to  December  4,  1914,  the  date  when  the  clearing  eyst«m  was  enlarged,  the 
ansit  department  went  over  the  situation  very  carefully,  and  came  to  the  con- 
usion  that  on  the  opening  day  it  should  be  prepared  to  handle  at  least  20,000  items 
day.  However,  the  average  number  of  items  received  during  the  first  month  of 
lo  bank's  operation  did  not  exceed  6,000  per  day.  It  has  felt  that  it  was  unsafe, 
7Wever,  to  Open  the  bank  unless  we  were  prepared  for  the  possibilities. 

Delow  is  given  a  statement  showing,  by  months,  the  numbers  of  items  and  amounts 
•  clearings  oi  the  Federal  Reserve  Bank  of  St.  Louis  from  the  inauguration  of  its 
caring  system  to  December  31,  1915: 


ov.  34  to  Nov.  30. 19H. . 
eoeinbw.WM 


lay.'wi 
Jy.'lBI 

U^pUt.iirig...... 

ijilcmber.lSIS... 


Illy.  IBIS.... 


iInUArabout2 
200670—16 ; 
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Attached  hereto  is  Exhibit  D,  giving  this  infonnation  in  graphic  fonn. 

It  will  be  noted  that  this  statement  shows  a  steady  increase  for  each  month  i::  ^ 
May,  1915,  when  the  effect  of  the  withdrawal  of  97  banks  from  our  clearing  5% -^ 
becomes  apparent,  and  a  decrease  is  shown.  Beginning  with  July,  however.:  . 
the  number  of  items  and  the  amount  show  a  steady  increase. 

A  full  clearing  system  has  been  in  operation  over  a  year.    The  hank  has  nr^- 
attempted  to  keep  down  operating  expenses  at  the  cost  of  transit  efficiency,  ftid 
method  in  operation,  as  the  records  show,  has  never  resulted  in  dangerous  ov^i^. 
From  an  operating  standpoint  it  may  be  said  that  it  is  satisfactory. 

Gradually  exchange  charges  on  checks  are  being  eliminated  in  this  district  ;i 
the  public  is  getting  a  direct  benefit  from  the  Federal  reserve  system.    It  ha?  1-: 
reported  that  one  large  firm  in  the  city  of  St.  Louis  has  had  to  ep^id  anntul! 
exchange  charges  approximately  $40,000.    Due  to  the  Federal  reserve  syFtem  ' . 
firm  and  others  like  it  will  be  saved  at  least  the  greater  part  of  this  expend.  T 
banks  in  this  district  have  been  in  the  habit  of  charging  from  5  centa  per  letter,  reiv 
less  of  total,  to  one-fourth  of  1  per  cent  of  the  total  for  remitting  to  other  b&r/v 
cover  items  drawn  on  themselves  or  banks  in  their  own  town  or  city.    The  m-;  • 
of  the  member  banks  belonging  to  our  clearing  system  which  were  in  the  bt'^ 
charging  exchange  oq  remittances,  as  above  mentioned,  now  handle  same  at  p<4r  ^ 
the  majority  of  the  larger  cities  in  this  district  it  has  been  the  custom  of  the  banb 
charge  exchange  on  all  items  deposited  with  them  for  collection  by  local  cu>^  i: 
The  charges  vary  from  one-twentieth  of  1  per  cent  to  one-fifth  of  1  per  cent.   T 
charges,  as  a  rule,  are  made  in  accordance  with  the  rules  of  the  local  clearing  h  - 
St.  Louis  is  the  only  city  in  our  district  that  we  know  of  where  the  clearing-hou^e : 
have  been  amended  so  that  banks  are  no  longer  obliged  to  chai^  on  items  tk  . 
collectible  at  par  and  on  which  unmediate  credit  can  be  obtained.     It  is  eetim 
that  the  saving  to  local  customers  of  St.  Louis  banks  on  items  drawn  on  memb-' 
our  collection  system  will  average  about  $500  a  day.    This  saving  will  be  augme. 
by  additions  to  the  membership  of  our  clearing  system  and  by  nonmember  bai:!- 
taining  from  their  correspondents  facilities  "imilar  to  those  extended  by  this  baii 
its  members  through  its  collection  system. 

Attached  hereto  as  Exhibit  E  is  a  statement  showing  average  niunber  of  itenb  ■ 
amoimt  per  day  for  each  month  since  January  1, 1915,  cleared  on  member  banL 
side  of  St.  Louis,  cleared  on  member  banks  in  St.  Louis,  sent  to  other  Federal  Bert' 
Banks,  and  overdrafts  of  member  banks. 

Investments. 

Under  the  law  this  bank  has  been  limited  in  its  investments  to  the  puirha^ 
United  States  bonds,  warrants  based  on  taxation  having  maturities  of  not  more  ::- 
six  months,  and  to  acceptances  based  on  the  importation  or  exportation  of  gocd-v 

This  bank  now  holds  $970,000  par  value  of  United  States  Government  bondf   - 
view  of  the  fact  that  each  year  after  this  year  the  bank  will  have  to  talce  its  pn  * 
share  of  the  $25,000,000  of  United  States  bonds  authorized  to  be  purchased  under 
Federal  Reserve  Act,  and  that  bonds  purchased  during  this  year  could  not  be  txt- 
as  a  part  of  such  pro  rata  share,  and  in  view  of  the  unsettled  condition  abroad  ^ 
other  factors,  the  board  of  directors  of  this  bank  did  not  deem  it  wise  to  tie  up  21 
funds  in  United  States  Government  bonds. 

The  method  of  financing  political  subdivisions  by  short-time  warrants  has  not ' ' 
much  in  use  in  this  district,  and  it  has  been  difiScult  to  get  the  kind  of  warranto  acx 
able  by  us  under  the  law.    Every  effort  has  been  made  to  encoura^  financir: 
this  character,  and  the  services  of  counsel,  Mr.  James  G.  McConkey,  have  been  o:"  ' 
to  any  commimity  where  he  was  needed  to  suggest  the  form  of  warrants  and  h>:i| 
their  issuance.    A  number  of  conferences  in  regard  to  this  type  of  financing  n 
been  held  and  considerable  correspondence  has  occurred,  and  it  is  hoped  that  h 
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ifter  the  district  will  furnish  more  warruita  of  the  kind  that  can  be  used.  The  total 
unount  of  eligible  waitants  purchaBed  by  this  bank  up  to  and  including  December 
il,  1915,  WSB  $2,264,827.87.  Very  few,  if  any,  bank  fkcceptances  based  on  the  im- 
portation or  eiporlation  of  goods,  during  this  year  at  least,  have  been  obtainable  in 
this  district.  The  total  amount  of  such  acceptances  rec«ved  up  to  and  including 
December  31,  1915,  was  11,800,664.67.  The  great  majority  of  wammts  that  this 
bank  has  been  able  to  purchase,  and  all  of  the  bank  acceptances,  have  come  through 
'.he  Federal  Reeerve  Banks  of  New  York,  Boston,  and  Atlanta,  The  chief  source 
>f  revenue  at  all  times  has  been  paper  rediacounted  for  our  member  banks.  Attached 
tereto  as  Exhibit  F  is  a  chart  showing  in  graphic  form  the  total  inveetmenta  held  by 
his  bank  each  Friday  from  December  11,  1914,  to  December  3,  1915.  This  shows 
■ommercial  paper  rediscounted  with  this  bank,  bank  acceptances  bought,  United 
States  bonds  bought,  and  warrants  bought. 

It  will  be  noted  that  the  revenue  of  the  bank  shows  a  steady  increase  from  month 
o  month.  Current  expenses  have  been  substantially  reduced  during  the  last  few 
nonths,  and  in  November,  1915,  this  bank  earned  over  its  operating  expenses  9962.22. 

Fedbbai.  Rbsekvb  Notes. 

Since  the  opening  of  the  bank  four  shipments  of  Federal  Reserve  notes  have  been 
'cceived  by  the  Federal  Reeerve  Agent  from  the  Comptroller  of  the  Currency,  aggre- 
^ting  $9,600,000. 

On  December  1,  1914,  the  Federal  Reserve  Agent  made  the  first  delivery  of  Fed- 
eral Reserve  notes  to  the  bank  in  exchange  for  collateral  deposited  with  him.  The 
lecond  delivery  of  notes  was  made  on  December  14,  1914. 

At  the  present  time  there  is  outstanding  $8,950,000  in  Federal  Reserve  notes,  on 
which  thebank  has  eliminated  its  liability  by  the  depositof  gold  with  the  Federal  Re- 
lehve  Ag^t  to  the  amount  of  $8,950,000.  Of  this  amount  $3,950,000  is  held  in  the 
t^ults  of  the  Federal  Reserve  Agent  at  St.  Louis  and  $5,000,000  is  to  his  credit  with 
Jie  FedenI  Reserve  Botud  in  Washington. 

Net  Defosfts  and  Cash  Rbbbbvb. 

Attached  hereto  as  Exhibit  G  is  a  chart  showing  in  graphic  form  the  total  cash 
-cserve  and  net  deposits  of  this  bank  at  the  close  of  business  each  Friday  from  Novem- 
ber 20,  1914,  to  December  3,  1915. 

State  Banks  and  Trust  Companies. 

In  district  No.  8  there  are  2,574  State  banks  aiid  trust  companies.  Of  this  number 
185  State  banks  and  trust  companies  have  sufficient  capital  to  qualify  for  member- 
ihip  in  the  Federal  Reeerve  system;  1,588  of  them  have  not  sufficient  capital  to 
nake  them  eligible  and  would  have  to  increase  it  to  become  members.  The  follow- 
ng  statement  shows,  by  States,  the  number  of  State  banks  and  trust  companies  that 
ire  eligible  and  the  number  not  eligible. 

State  txmit  and  tnitt  eompanixM  eUgibU  for  memhenkip  in  FedtnU  Rttene  System. 
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State  hanks  arid  tnut  companies  not  eligible  for  membership  in  Federal  Retene  S-jfa. 


state. 


Number.        Capital        Sjtt^ 


Arkansas.. 

Illinois 

Indiana 

Kentucky. 
Mississippi. 
Missouri... 
Tennessee. 

Total 


351 
1% 

42 
201 

72 
799 

95 


' 


1,588 


13,719,190 
1,995,525 
1,310,000 
3,773,330 
1,104,350 

13,470,700 
1,518,396 


26,891,423 


r-/' 


1.: 


IS. 


i'> 


24,  T. 


The  Mercantile  Trust  Co.,  of  St.  Louis,  is  the  only  State  institution  in  ihiscs:. 
that  is  a  member  of  the  Federal  reserve  system.    It  came  in  while  the  resem  *. 
organization  committee  was  organizing  the  bank  and  before  the  Federal  Rcsenf  .-i 
of  St.  Louis  was  opened. 

There  have  been  a  number  of  inquiries  from  State  banks  and  trust  companit" 
different  parts  of  the  district  asking  for  information,  with  a  view  of  becoming  r :: 
hers  of  the  Federal  reserve  system. 

Statistics. 

An  effort  has  been  made  by  the  Federal  Reserve  Agent  to  coUect  reliable  inf^ 
tion  regarding  business  conditions  in  this  district.     It  was  thought  imporUot  ^. 
information  be  obtained  at  first  hand  from  both  the  borrower,  or  busineas  man  ?  • 
of  view,  and  the  lender,  or  the  bank's  point  of  view.    So  far  we  have  been  iirr 
at  the  lender's  point  of  view  from  the  copies  of  the  statements  sent  us,  rendered  >  i  - 
of  the  Comptroller  of  the  Currency.    This  is  supplemented  by  personal  invri- 
with  officers  of  both  State  and  national  banks.    These  personal  interviewB  are  rrr 
up  in  the  form  of  a  report  two  or  three  times  a  month.     In  order  to  get  the  bcrr:^ 
viewpoint,  we  have  compiled  a  list  of  about  125  firms,  in  nine  cities  within  thi*  «ii '•  ■ 
These  firms  are  all  of  the  highest  rating,  and  are  wholesalers  and  jobbers  dealing  m 
may  be  called  "the  necessities  of  life."     It  was  felt  that  these  firms  were  depo: - 
on,  and  therefore  familiar  with,  the  local  retailers  in  the  smaller  cities  through'!.' 
district,  and  that  reports  on  their  business  would  be  an  accurate  index  of  actiul 
ness  conditions.    Street  railway  companies  in  the  larger  cities  of  the  district  fiinu: 
statistics  in  regard  to  earnings  and  number  of  passengers  carried.     From  other  j*  ' 
we  get  information  in  regard  to  failures  and  the  usual  statistics  in  regaid  to  hiii  - 
car  movements,  etc.     The  heartiest  cooperation  has  been  given  by  all  those  asl/ 
information  by  this  bank,  and  we  are  extremely  grateful  for  the  assistance  giver. .: 

District  No.  8  is  largely  a  farming  district,  and  it  is  necessary  that  we  keep  cK"!*' 
touch  with  agricultural  conditions.  We  receive  the  reports  of  the  Bureau  of  ' 
Estimates  at  Washington;  reports  of  the  Department  of  Agriculture;  reports  fr  i 
United  States  Weather  Bureau  stations  in  this  district,  and  reports  from  variou?  ^' 
boards  in  the  district.  These  reports  are  carefully  analyzed,  and  are  then  ^l^i 
mented  by  personal  interviews  with  men  closely  in  touch  with  agricultural  devu 
ment. 

The  rediscount  records  of  the  bank  are  presented  graphically  on  charts.    Fron^  *•' 
we  are  able  to  see  what  effect,  if  any,  the  rediscount  rate  of  this  bank  has  on  the  iv 
counts,  which  maturities  are  most  frequently  offered,  what  sections  of  the  distii/- 
availing  themselves  of  the  facilities  offered  by  the  bank  and  to  what  extent. 

In  district  No.  8,  statistics  fall  naturally  under  three  heads,  as  follows:  (1)  in-' 
facturing  and  selling,  applying  more  particularly  to  St.  Louis,  Louisville,  Mom:- 
Little  Rock,  and  the  larger  centers;  (2)  agriculture  and  livestock,  applying  t(»  ar 
part  of  the  district,  and  (3)  banking  conditions,  which  apply  to  all  of  the  distrift. 
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Business  and  Aorigultural  Conditions  During  the  Year. 

When  this  bank  opened  in  November,  1914,  the  emergency  currency,  issued  by 
,  the  banks  under  the  Aldrich-Vreeland  Act,  to  a  great  extent  had  been  retired.  In 
other  words,  this  district  had  partially  recovered  from  the  first  shock  caused  by  the 
declaration  of  war  in  Europe  the  previous  August.  There  was  still  a  general  feeling 
of  uneasiness  among  all  classes  of  business  men,  for  they  were  fearful  of  possible  compli- 
cations in  our  foreign  policy,  and  were  uncertain  as  to  the  crop  of  1915.  However, 
due  in  no  small  measure  to  the  establishment  of  the  Federal  Reserve  Bank  of  St. 
Louis,  in  this  district  the  first  quarter  of  1915  showed  some  improvement  in  general 
-  business  conditions  as  compared  to  the  last  quarter  of  1914.  During  this  first  quarter 
national  banks  held  reserves  well  over  their  legal  requirements,  due,  in  a  great  meas- 
ure, to  the  reduced  reserve  requirements  under  the  Federal  Reserve  Act,  and  also, 
to  some  extent,  to  a  lack  of  demand  for  funds  for  business  piirposes.  At  that  time 
the  average  bank  rate  to  customers  in  the  large  cities  was  approximately  5  per  cent, 
and  commercial  paper  was  freely  quoted  around  4  per  cent.  The  tendency  of  the 
money  market  was  toward  lower  rates. 

During  the  spring  months  general  business  showed  some  improvement.  This  was 
indicated  by  the  increased  demand  for  labor  and  by  the  decrease  in  the  number  of 
commercial  failures.  Money  rates  were  low  and  banks,  contrary  to  the  usual  custom, 
were  in  the  market  for  commercial  paper  maturing  after  the  crop-moving  season. 
The  shipments  of  wholesalers  were  below  the  average  for  the  period,  but  collections 
were  nearly  normal  and  showed  the  effect  of  the  enforced  liquidation  during  the  pre- 
ceding six  months.  The  demand  for  commodities  available  for  export  was  beginning 
to  be  felt  and  was  responsible,  in  part,  for  the  improvement  noted .  The  live  stock  and 
wheat  markets  showed  the  effect  of  this  demand  more  keenly  than  any  of  the  other 
branches  of  industry,  and  this  marked  activity  continued  throughout  the  spring  and 
early  summer. 

Climatic  conditions  during  that  period  were  in  the  main  favorable.  The  rains  in 
June  did  some  damage  to  the  wheat  crop,  but  even  so,  the  various  reports  indicated 
that  it  was  considerably  above  the  5-year  average.  The  temperature  was  below 
the  normal,  generally,  but  crops  grew  rapidly  and  seasonable  weather  from  then  on 
seemed  the  only  thing  necessary  to  insure  a  successful  harvest. 

Commencing  the  latter  part  of  June,  this  bank  had  inquired  into  the  cotton  situa- 
tion throughout  the  district,  gathered  data  in  regard  to  warehouses,  given  such  help 
as  it  could  to  communities  that  needed  proper  warehouse  facilities,  and  prepared  forms 
of  bonds  and  warehouse  receipts  for  use  when  needed.  We  advised  our  member 
banks  that,  if  necessary,  we  would  gladly  send  someone  from  this  office  to  help  them 
get  their  local  cotton  situation  into  proper  shape.  We  made  it  very  plain  that  we  were 
in  position  to  take  care  of  demands  arising  out  of  cotton,  and  that  if  it  were  correctly 
handled  there  was  no  reason  why  there  should  be  forced  sale  of  cotton  at  distress 
prices  in  any  place  in  this  district.  This  developed  a  general  feeling  of  confidence 
in  the  situation,  and  we  believe  had  a  great  effect  throughout  the  district.  Jobbing 
houses  generally  reported  an  increase  in  sales  during  August  and  this,  in  turn,  affected 
the  business  of  manufacturers  and  those  who  deal  in  raw  materials. 

As  summer  merged  into  fall,  a  steady  improvement  was  noted.  To  a  great  extent 
the  Federal  Reserve  Banks  had  restored  confidence,  and  this  was  strengthened  by 
reports  on  crop  conditions.  Southern  States  had  made  an  earnest  effort  to  get  away 
from  the  one  crop  standard,  and  were  raising,  in  many  instances,  several  times  the 
usual  amount  of  wheat  and  com.  However,  the  cool,  damp  summer  had  retarded  the 
harvesting  of  the  crops  and  even  in  September  there  was  no  reaUy  active  demand  for 
money  from  country  conmiunities.  Bank  rates  for  cuBt^mH^IHP*''**^^  ^ — ''  '^t 
approximately  4}  per  cent  to  5  per  cent,  and  commei 
from  3}  per  cent  to  4  per  cent  for  maturities  up  to  six : 
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October,  November,  and  December  showed  further  gains  in  all  industries,  and  theae 
gains  should  go  far  toward  overcoming  the  loss  incurred  last  winter.  BuoneoB 
houses,  generally  speaking,  are  busy.  Country  merchants  are  buying  freely,  and 
indications  point  to  a  rising  market  in  many  of  the  standard  commodities. 

Failures  showed  a  decrease  both  in  number  and  total  liabilities  each  quarter  of  the 
year  of  1915,  and  this  is  an  indication  of  the  more  favorable  conditions  now  existing. 
The  year  has  been  a  peculiar  one,  in  that  the  large  city  banks  have  not  had  the  demand 
for  money  from  their  correspondents  they  anticipated,  nor  has  the  Federal  Reserve 
Bank  rediscounted  for  its  member  banks  the  amount  of  loans  that,  judging  from  statU- 
tics  of  previous  needs  in  this  district,  it  had  reason  to  believe  it  would  be  called  on  to 
rediscount.  The  Federal  Reserve  Bank,  however,  has  been  of  great  benefit  to  District 
No.  8,  for  it  has  restored  confidence. 

There  has  been  a  steady  and  normal  improvement  throughout  the  year,  bountifiil 
crops  have  been  harvested,  and  it  can  be  said  that  the  year  closes  with  an  approach 
to  a  period  of  prosperity  unknown  for  some  time. 

Work  Throughout  the  DiSTRicrr. 

This  bank  had  no  sooner  become  established  than  it  became  apparent  that  the  chief 
problem  before  the  officers  was  to  get  the  member  banks  to  realize  not  only  the  facili- 
ties at  their  disposal,  but  the  ease  with  which  they  could  be  used.  In  some  way  or 
other  many  of  the  banks  In  this  district  got  the  idea  that  they  had  no  paper  eligible 
for  rediscount,  whereas  the  fact  was  that,in  a  majority  of  instances,  the  greater  part 
of  the  paper  in  their  portfolios  was  eligible.  Member  banks  seemed  also  to  have 
gotten  the  idea  that  there  was  a  great  deal  of  ''red  tape''  connected  with  the  bank 
and  that  it  was  very  difficult  to  do  business  with  it. 

Every  effort  was  made  by  the  officers  of  this  bank  to  have  member  banks  clearly 
understand  the  facts  as  they  exist.  They  have  tried  to  explain  that  the  bank  is  oper- 
ated by  practical  men  and  that  our  effort  has  ever  been  to  have  satisfied  customers. 
There  is  no  ''red  tape'*  connected  with  its  operations.  Its  officers  have  been  careful 
to  explain  that  the  Federal  Reserve  Act  did  not  establish  new  principles,  but,  as  it 
were,  systematized  good  banking  standards,  and  they  have  suggested  to  State  banks 
that;  whether  or  not  they  ever  came  into  the  system,  it  was  good  banking  policy  for  them 
to  conduct  their  business  and  get  their  bill  cases  into  shape  the  same  as  requested  of 
member  banks.  It  is  gratifying  to  be  able  to  state  that  a  number  of  State  institutions 
have  written  for  forms  of  statements  and  are  beginning  to  use  them. 

This  bank  has  never  accepted  a  rediscount  that  was  not  accompanied  either  by 
the  statement  of  the  maker  of  the  note  or  a  statement  of  the  bank  offering  it,  giving, 
with  some  particularity,  the  approximate  figures  covering  what  the  customer  owned 
and  what  he  owed.  The  request  has  been  reasonable,  for  the  bank  only  wants  to  know 
what  every  good  banker  certainly  knows  before  he  grants  the  loan,  whether  he  gets 
the  information  through  conversation  or  gets  it  on  a  statement.  At  first  some  member 
banks  felt  that  it  would  be  impossible  to  get  statements.  It  is  a  great  pleasure  to 
report  that,  on  the  whole,  member  banks  have  not  had  the  difficulty  they  anticipated, 
and  in  several  instances  have  been  able  to  render  a  real  service  to  their  customers  by 
giving  them  advice  when,  with  the  statement  before  them,  they  realized  the  actual 
condition  then  existing.  At  least  a  majority  of  our  member  banks  realize  that  they 
have  paper  eligible  for  rediscount  with  this  bank,  do  not  think  it  is  hard  to  do  busi- 
ness with  it,  or  that  there  is  any  so-called  "red  tape,''  and  are  adopting  the  plan  of 
receiving  statements  from  their  customers,  realizing  that  this  is  a  benefit  both  to  the 
customers  and  themselves.  This  result  has  not  been  achieved  without  a  great  deal 
of  hard  work  on  the  part  of  the  officers  of  this  bank,  and  there  is  still  considerable  work 
to  be  done  before  all  of  the  banks  are  brought  into  that  close  intimate  touch  with  this 
bank  that  should  exist. 
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On  February  20, 1915,  a  circular  letter  was  issued,  covering  eligible  paper  in  detail 
and  giving  specific  examples  of  various  kinds  of  notes  that  are  eligible  for  rediscount. 
We  found  this  circular  effective,  but  our  experience  has  been  that  the  best  work  is 
accomplished  when  we  can  talk  with  our  member  bankers.  The  chairman  of  the 
board  has  made  addresses  in  22  different  cities  throughout  this  district  and,  in  some 
places,  has  spoken  several  times.  The  Deputy  Federal  Reserve  Agent  has  made 
several  trips  throughout  our  territory,  going  into  the  cotton  sections  to  help  them  get 
their  paper  in  acceptable  shape,  and  wherever  requested  to  do  so,  has  gone  into  the 
bank  and  examined  its  paper,  suggesting  that  which  is  eligible  and  that  which  is  not. 
Other  officers  of  the  bank  have  also  made  trips  from  time  to  time.  It  gives  us  pleasure 
to  state  that  our  member  banks  have  shown  a  most  friendly  feeling  of  cooperation, 
and  we  are  grateful  to  all  of  them. 

New  Quarters. 

As  stated  in  the  early  part  of  this  report,  this  bank  was  compelled  to  get  temporary 
quarters  at  its  oi)ening  with  inconvenient  vault  facilities.  On  October  8,  1915,  it 
closed  a  lease  for  quarters  in  what  is  now  known  as  the  New  Bank  of  Commerce  Build- 
ing, on  the  northeast  comer  of  Broadway  and  Pine  Streets,  just  one  block  south  of 
our  present  location.  We  took  possession  of  these  new  quarters  during  the  last  week 
in  December,  1915,  and  the  name  of  the  building  has  been  changed  to  the  Federal 
Reserve  Bank  Building.  This  gives  us  a  light,  commodious,  and  most  convenient 
banking  room  on  the  second  floor,  accessible  to  the  street  without  the  use  of  elevators, 
with  ample  and  satis&bctory  vaults. 

Conclusion. 

t'his  bank,  during  its  first  year  of  operation,  has  not  made  money,  though  it  showed 
approximately  a  $1,000  gain  over  operating  expenses  for  the  month  of  November, 
1915.  However,  it  is  felt  that  a  much  higher  service  to  the  district  than  the  making 
of  money  has  been  rendered.  It  has  stabilized  conditions  and  made  it  possible  for 
any  customer  in  the  district  to  get  money  at  a  reasonable  rate;  has  operated  a  clearing 
system  which  has  resulted  in  the  elimination  of  exchange  charges  on  a  large  majority 
of  the  checks  drawn  on  member  banks  in  the  district  and  the  consequent  advantage 
to  business  men  of  district  No.  8;  has  materially  helped  some  banks  in  communities 
suffering  from  three  years  of  continuous  drouth,  and  at  all  times  has  been  in  position 
to  give  any  assistance  needed,  no  matter  what  the  emergency,  to  any  deserving  bank 
in  the  district. 

Exhibit  A. 

BT-LA.W8  OF  THE  FEDERAL  RESERVE  BANK  OF  ST.  LOUIS. 

Article  I. — Directors, 

Section  1.  Quorum. — ^A  majority  of  the  directors  shall  constitute  a  quorum  for  the 
transaction  of  business,  but  less  than  a  quorum  may  adjourn  from  time  to  time  until  a 
quorum  is  in  attendance. 

Sec.  2.  Vacancies. — As  soon  as  practicable  after  the  occurrence  of  any  vacancy  in 
the  membezBhip  of  the  board,  the  chairman  of  the  board  shall  take  such  steps  as  may 
be  necessary  to  cause  such  vacancv  to  be  filled  in  the  manner  provided  bv  law. 

Sec  3.  Meetings. — ^There  shall  oe  a  r^fular  meeting  of  the  ooard  on  the  first  and 
third  Wednesdays  of  each  month,  at  10  o'clock  a.  m.,  or  if  that  dav  be  a  holiday,  on 
the  second  succeeding  full  business  day.  The  chairman  of  the  board  may  call  a  special 
meeting  at  any  time,  and  shall  do  so  upon  the  written  request  of  any  three  durectors 
or  of  the  governor.  Notice  of  regular  and  special  meeting  may  be  given  by  mail  or 
by  telegraph.  If  given  by  mail,  such  notice  shall  be  mailed  at  least  five  days  before 
the  date  ot  the  meeting.    If  given  by  telegraph,  such  notice  shall  be  dispatched  at 
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least  two  da3rs  before  the  date  of  the  meeting.  Notice  of  any  meeting  may  be  dis- 
penBed  wi^  if  each  of  the  directors  shall  in  writing  waive  such  notice. 

Sec.  4.  Powers. — ^The  business  of  this  bank  shall  be  conducted  under  the  euperv-i- 
sion  and  control  of  its  board  of  directors,  subject  to  the  supervision  vested  by  mw  in 
the  Federal  Reserve  Board.  The  board  of  directors  shall  appoint  the  officers  and  fix 
their  compensation. 

The  board  may  appoint  legal  counsel  for  the  bank,  define  his  duties,  and  fix  his 
compensation. 

Sec.  5.  Special  committees, — Special  business  of  the  bank  may  be  referred  from  tune 
to  time  to  special  committees,  which  shall  exercise  such  powers  as  the  board  may 
delegate  to  them. 

Sec  6.  Order  of  business. — ^The  board  may  from  time  to  time  make  such  regulations 
as  to  order  of  business  as  may  seem  to  it  desirable. 

Article  II. 

Section  1.  Eow  constituted. — ^There  shall  be  an  executive  committee  consisting  of 
the  governor,  the  Federal  Reserve  Agent,  and  three  directors  chosen  from  classes 
A  or  B;  the  member  or  members  of  the  committee  chosen  by  the  board  shall  serve 
during  the  pleasure  of  the  board,  or  for  terms  fixed  by  it.  The  governor  shall  have 
authority  to  invite  any  other  members  of  the  board  of  directors  to  sit  with  the  execu> 
tive  committee  at  any  regular  or  special  meeting,  such  member  or  members  to  have 
full  rights  of  membership  during  such  meeting  or  meetings.  Not  lees  than  three  mem- 
bers of  the  committee  snail  constitute  a  quorum  for  the  transaction  of  business,  and 
action  by  the  conmiittee  shall  be  upon  the  vote  of  a  majority  of  those  present  at  any 
meeting  of  the  committee. 

The  committee  shall  have  power  to  fix  the  time  and  place  of  holding  r^ular  or 
special  meetings,  and  the  method  of  giving  notice  thereof. 

Minutes  of  all  meetings  of  the  executive  committee  shall  be  kept  by  the  secretary, 
and  such  minutes,  or  digests  thereof,  shall  be  submitted  to  the  members  of  the  board 
of  directors  at  its  next  succeeding  meeting.  Such  minutes  shall  be  read  to  the  meet- 
ing if  required  by  any  member  of  the  bos^. 

^Sec.  2.  Powers. — Subject  to  the  supervision  and  control  of  the  board  of  directors,  as 
set  forth  in  Article  I,  section  4,  the  executive  committee  shall  have  the  following 
powers: 

(a)  To  pass  upon  all  commercial  paper  submitted  for  discount. 

lb)  To  initiate  and  conduct  open-market  transactions. 

(c)  To  fix  the  discount  rates  and  change  same  from  time  to  time,  subject  to  review 
and  determination  by  the  Federal  Reserve  Board. 

(d)  To  buy  and  sell  securities. 

(e)  To  apply  for  and  provide  for  the  security  of  such  Federal  Reserve  notes  as  may, 
in  the  judgment  of  the  conmiittee  or  of  the  board,  be  necessary  for  the  general  require- 
ments of  the  bank. 

(/)  To  employ  or  to  delate  to  officers  of  the  bank  authority  to  employ  clerks  and 
other  subordinates,  and  to  define  their  duties  and  to  fix  their  compensation. 

(g)  To  approve  bonds  furnished  by  the  officers  and  employees  of  the  bank,  and  to 
provide  for  their  custody. 

(Ji)  In  general,  to  conduct  the  business  of  the  bank  subject  to  the  supervision  and 
control  of  the  board  of  directors. 

Article  III. — Officers. 

Section.  1.  The  board  of  directors  shall  appoint  a  governor,  a  deputy  governor,  a 
secretary,  and  a  cashier,  and  shall  have  power  to  appoint  such  other  officers  as  the  board 
may  from  time  to  time  determine  to  be  necessary  and  appropriate  for  the  conduct  of 
the  business  of  the  bank.  The  offices  of  deputy  governor,  secretary,  and  caf^ier,  or 
any  two  of  them,  may  be  held  by  one  person,  in  the  discretion  of  the  board.  The 
officers  chosen  by  the  board  shall  hold  office  during  the  pleasure  of  the  board. 

Sec  2.  Federal  Reserve  Agent. — ^The  Federal  Reserve  Agent,  as  chairman  of  the 
board,  shall  preside  at  meetings  thereof.  Copies  of  all  reports  and  statements  made 
to  the  Federal  Reserve  Board  shall  be  filed  with  the  Federal  Reserve  Agent. 

Sec.  3.  Deputy  Federal  Reserve  Agent. — ^In  the  absence  or  disability  of  the  Federal 
Reserve  Agent  his  powers  shall  be  exercised  and  his  duties  performed  by  the  Deputy 
Federal  Reserve  Agent,  who  may  perform  such  other  services  as  shall  be  prescribed 
by  the  board  of  directors  not  inconsistent  with  his  duties  as  provided  by  law. 

Sec.  4.  The  governor. — Subject  to  the  supervision  and  control  of  the  Doard  of  direc- 
tors, the  governor  shall  have  general  charge  and  control  of  the  business  and  afifairs  of 
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tho  bank,  and  he  shall  be  the  chairman  of  the  executive  committee.  He  shall  have 
[x>wer  to  make  any  and  all  transfers  of  securities  or  otber  property  of  the  bank  which 
may  be  authorized  to  be  sold  or  transferred  by  the  executive  committee  or  by  the 
board.  The  governor  shall  have  power  to  prescribe  the  duties  of  all  subordinate 
of licers  and  agents  of  the  bank  where  such  duties  are  not  specifically  prescribed  by 
law  or  by  the  board  of  directors  or  by  the  by-laws.  The  governor  may  suspend  or 
remove  any  employee  of  the  bank. 

Sec.  5.  The  deviUy  governor. — In  case  of  the  absence  or  disability  of  the  governor 
his  powers  shall  oe  exercised  and  his  duties  discharged  by  the  deputy  governor,  and 
in  case  of  the  absence  or  disability  of  the  deputy  governor  the  bo^  shall  appoint 
one  of  the  other  directors  governor  pro  tem.  The  duties  of  the  deputy  governor  sliall 
otherwise  be  such  as  mav  oe  prescribed  by  the  board  of  directors  or  by  the  governor. 
In  case  the  board  shall  deem  that  the  business  of  the  bank  requires  the  appointment 
of  one  or  more  assistant  deputy  governors,  it  shall  have  autnority  to  appoint  such 
assistant  deputy  governor  or  governors,  and  shall  prescribe  and  define  ms  or  their 
duties. 

Sec.  6.  The  secretary. — ^The  secretary  shall  keep  the  minutes  of  all  meetings  of  the 
board  and  of  all  committees  thereof.  He  shall  have  custody  of  the  seal  of  the  bank, 
with  power  to  affix  same  to  certificates  of  stock  of  the  bank,  and  by  authority  of  the 
board  or  the  executive  committee,  to  such  other  instruments  as  may  from  time  to 
time  be  required.  The  board  of  directors  may,  in  the  absence  or  disability  of  the 
secretary,  or  upon  other  occasion  where  in  the  discretion  of  the  board  greater  con- 
venience can  be  attained,  apooint  a  secretary  pro  tempore  or  empower  one  or  more 
olliccrs  to  affix  the  seal  of  the  oank  to  certificates  of  stock  or  other  instruments.  The 
secretary  shall  perform  such  other  duties  as  may  from  time  to  time  be  prescribed 
by  the  board  of  directors,  the  executive  committee,  or  the  governor. 

The  cashier  and  at  least  one  other  officer  designate  by  the  board  of  directors  shall 
have  joint  custody  of  the  inactive  reserve  of  the  bank  and  bonds  purchased  by  the 
bank  for  investment.  All  other  moneys  and  investments  shall  be  in  the  custody  of 
the  cashier.  He  shall  perform  such  other  duties  as  may  be  assigned  to  him  from  time 
to  time  by  the  executive  committee,  the  board  of  directors  or  the  governor.  In  the 
event  of  the  absence  or  inability  of  the  cashier  to  act,  then  the  governor  or  the  execu- 
tive committee  shall  have  power  to  appoint  some  officer  to  act  in  his  stead. 

Article  IV. — Certificates  of  8tock. 

Section  1.  Signature. — All  certificates  of  stock,  or  of  payment  of  or  on  account  of 
stock  subscriptions,  shall  be  signed  by  the  governor  or  a  deputy  governor,  and  the 
secretary  or  cashier,  or  such  other  officers  as  may  be  prescribed  by  the  board,  and  such 
certificates  shall  bear  the  corporate  seal. 

Article  V. 

Section  1.  Btmness  hours. — The  bank  shall  be  open  for  business  from  10  o'clock 
a.  m.  to  3  o'clock  p.  m.  on  each  day  except  Sundays  or  days  or  parts  of  days  estab- 
lished as  l^ial  hohdays. 

The  bank  shall  be  open  for  business  from  10  o'clock  a.  m.  to  12  o'clock  noon  on 
Saturdays. 

Article  VI. — Amendments. 

Those  by-laws  may  be  amended  at  any  r^ilar  meeting  of  the  board  by  a  majority 
vole  of  the  entire  board:  Provided,  however.  That  a  copy  of  such  amendment  shall 
have  been  mailed  to  each  member  at  least  10  days  prior  to  such  meeting. 
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Exhibit  B. 


Commercial  paper  offered  by  member  banks  accepted  each  week,  showing  toUd  of 
m/Uwrity  am  total  of  all  m/Uttrities  to  ana  including  December  Sl^  1915. 


Week  ending- 


Dec.  4. 
11. 
18. 
24. 
31. 


Jan. 


Feb. 


Mar. 


Apr. 


May 


June 


July 


Aug. 


Sept. 


Oct. 


Nov. 


Dec. 
Dec. 
Dec. 
Dec. 


8. 
15. 
22. 
29. 

6. 
12. 
19. 
26. 

5. 
12. 
19. 
26. 

2. 

9. 
16. 
23. 
30. 

7. 
14. 
21. 
28. 

4. 
11. 
18. 
25. 

2. 

9. 
15. 
23. 
30. 

6. 
13. 
20. 
27. 

3. 
10. 
17. 
24. 

1. 

8. 
15. 
22. 
31. 

7. 
14. 
21. 
30. 

7. 
14. 
21. 
31. 


1914. 


1915. 


Total  from  Nov.  16.  1914,  to  and  in- 
cluding Dec.  31,  1915 


Percentage  of  each  maturity. 


30  days. 


DoUart. 
1,007,729.83 
43,000.00 
14,295.76 
65,591.60 
3,957.75 


281, 

4, 

20. 

9. 

7, 

16, 


331.46 
000.00 
502.00 
046.78 
667.49 
551.03 


1, 

5. 

S, 

16, 

13, 

12, 

3. 

3, 

4, 

14, 

18. 

8, 

4, 

8. 


13, 
15, 
22, 

3. 
39, 

6, 
11, 
11. 

8, 

11, 
10, 

7. 

4. 
10. 
48, 
18, 
15, 
40, 
32. 
47. 
32, 
20. 
163. 
42, 
38, 
18, 
25, 
46, 


872.52 
775.50 
036.26 
372.03 
144.00 
713. 21 
200.00 
848.70 
638.22 
272.99 
056.12 
800.50 
877.00 
062.69 
900.00 
151.75 
739.83 
399.71 
197.93 
729.41 
367.56 
WO.  00 
885.14 
597. 36 
399.50 
022.27 
976. 44 
221.76 
133.00 
241.35 
916.33 
522.33 
845.14 
358.54 
598.76 
061.61 
405.71 
287.62 
458.89 
988.53 
329.69 
461. 17 
185.45 
764.54 


2,363,330.16 


28.71 


60  days. 


DcllOTS. 

551,582.83 

3,000.00 

9,008.58 

24,195.10 

6,213.06 


6,552.57 
62,587.43 
12,693.23 
92,650.39 
10,063.78 
52,662.38 
26,000.00 
11,872.38 

8.299.71 

7,239.08 
16,213.27 
15,593.83 
27,888.91 

9.860.00 
36,038.88 
24,177.00 
31,052.42 
28,792.19 
20,355.83 
30,271.94 
30,892.22 
10,562.15 

9,148.42 
33,004.90 

9,987.44 
60,744.45 
18,980.54 
13.690.13 
24,072.09 
06.014.78 
43,005.12 
15,644.00 
48,347.62 
112,204.80 
47.235.65 
11,030.77 
61,976.91 
155,448.27 
65,377.73 
27,217.64 
100,718.36 
39,256.13 
205,492.68 
95.684.38 
116,385.52 
64,775.70 
25.436.25 
77,989.92 
61,014.26 
66,637.17 
21,481.34 


90  days. 


2,821,311.81 


05,195.11 
23,000.00 
34,927.96 
8,100.00 
17,22&26 


27,500.00 
14,613.81 
5,639.19 
51,208.95 
46, 617. 73 
88,861.33 
12,742.50 
22.348.82 
54,487.50 
26.916.37 
16,380.86 
11,245.90 
54.625.94 
11,560.00 
10,839.95 
34.919.69 
28,243.45 
34,922.48 
23,295.68 
25,223.10 
45,518.00 
12,290.56 
19,765.00 
43,584.68 
30, 186. 89 
78,207.47 
31.097.15 
49, 189. 12 
64.621.63 
34,746.71 
42,466.96 
40,374.47 
65.356.12 
44,424.20 
42,240.74 
38,378.47 
49,988.28 
75,613.99 
76,019.37 
71,587.83 
93,641.99 
36,482.80 
143,050.24 
105. 804. 11 
60.609.27 
64,568.39 
28.996.34 
38, 168. 79 
30,052.39 
56,637.26 
47,408.16 


2,431,603.76 


6  months. 


Tri 


IkXian,     I^ 

^l,^.- 

2,500.00      '• 
6,000.001    a:. 

I        fH 


6,ooaoo 


4,161.45 


15,008.87 

10,299.32  I 

1,»4&11 

4,14^60 

6,003.001 

15.105.52! 

3,9S6.80 

5,520.10 

*"6iL67 


9,069.37 
16, 4^.^ 
11,507.SS 
32,610.38 
25,160.72 

1,309.^^ 
46,455.38 

5,999.4$ 

2.550.ff) 
21,362.90 
28.899.95 
18,205.19 
24,953.49 
979.50 
38,460.S6 

8.899.04 
15,782150 
12,257.24 

4.612.8S 
10.715.00 

2,355.00 

7,186.50 

2,890.00 

4,257.75 

9,642.90 

3,027.90 

11,096.50 

9,255.01 

13,779.16 

4,188.83 

25.967.45 

24.517.78 

17,379.04 

800.00 

6,000.00 

32,214.01 


S-'  •  I, 


m:^' 


1  These  figures  include  rediscounts  accepted  from  opening  of  bank  to  Dec.  4, 19U. 
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Exhibit  D. 
Number  of  items  {in  thousands)  and  total  clearings  (in  mUlions)  eaek  wuxntk 
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Exhibit  E. 

Statement  ihovAng  optratum  of  elearing  tt/Mttm. 


Uoath. 

Itoni  clrand  on 

onUMaSt-Lool* 

(dmlly  ■«««.). 

luma  cldand  od 

b  at.  LoalB 

(daDjBvmg.). 

ItenunnttoothW 
Fedenl  Rtetrv* 
BaokKdaUyiT- 

Overdralta  of 

(dally  »Terag«). 

IU„«. 

.^. 

,„^. 

x^,. 

■»„. 

OOUDt* 

Amoimt. 

ins. 

B7l,9«9.0l 

sl?;  Bliss 

SSi 

3«4 

asa 

1 

490 
597 

I37S,7S2.I3 

6is;<75.B« 
STB, 700. Bl 

SW,795.M 
830,  BBS.  01 

as 

»9 

i 

>9 

at 

i 
1 

319 

795 
314 

64S.IWZ.B4 

641^33&.B2 
297,738.73 
3«B,775.77 

««5|l7l!24 

4! 

1 

W[,<07,M 

Prior  to  May  17 

th 

eiy 

stem  was 

manda 

ory;  since 

that  time  it  has  been  voluntary. 

ApproxLmately  80  por  cent  of  out  member  banke  belong  to  the  clearing  nvtem, 
about  40  per  cont  of  which  use  ua  actively  for  collecting  Bucb  items  bb  they  nandle 
that  are  eligible  for  collection  through  lis. 

The  figuiee  given  above  are  daily  averages. 


312  ANNUAL   BEPOBT  OF  THE   FEDBRAL   BESEBVE   BOARD. 


ToUU  eath  ratrve  ani  net  depotU$  each  Fridca/jfrom  November  £0,  1914,  to  Dteaic 
1916  (in  OwvMMdt). 


DISTRICT  NO.  9— MINNEAPOLIS. 


John  H.  Rich,  Chairman  and  Federal  Reserve  Agent. 


Since  the  Ninth  Federal  Reserve  Bank  was  opened,  there  has  been  no  emergency 
t>  give  it  opportunity  to  demonstrate  what  it  might  do  in  support  of  agriculture,  com* 
u'Tce  and  industry  within  its  district,  if  it  were  to  fully  employ  its  resources  and  the 
uthority  given  it  by  law.  The  outbreak  of  war  in  Europe  greatly  disturbed  business 
ti  all  parts  of  the  ninth  district,  putting  a  stop  to  new  enterprises  and  retarding  all 
ommercial  activities  for  a  considerable  period.  The  year  1915  has  witnessed  very 
low,  but  steady  progress  back  to  normal.  It  opened  with  loans  and  rates  for  money 
t  the  lowest  level  in  many  years,  but  closed  with  business  in  a  highly  prosperous 
ondition,  and  with  expressions  of  hopefulness  for  1916  on  every  hand. 

Had  it  been  possible  to  open  the  Ninth  Federal  Reserve  Bank  in  July,  1914,  instead 
•f  November,  it  would  have  had  opportunity  to  add  to  its  earnings  from  |250,000  to 
(340,000  as  an  incident  to  the  issue  of  a  large  volume  of  emergency  currency,  which, 
>ecau8e  of  the  lack  of  a  Federal  Reserve  Bank,  was  put  out  by  the  currency  associa- 
ions  authorized  by  the  Aldrich-Vreeland  Act.  The  bank  was  handicapped  through 
opening  its  doors  just  after  the  only  heavy  demand  that  this  district  has  known  for 
leveral  years  had  been  fully  satisfied.  This  disadvantage  is,  however,  wholly  con- 
ined  to  the  question  of  profits,  and,  even  at  that,  has  not  prevented  the  bank  from 
iniving,  well  before  the  close  of  1915,  at  the  point  of  earning  enough  to  meet  its  ex- 
>enses,  and  a  reasonable  profit  Besides. 

To  engage  in  its  first  operations  during  a  period  of  business  quiet  and  readjustment, 
las  given  every  encouragement  to  diligently  seek  opportunities  to  meet  the  needs  of 
ts  member  banks  and  to  gradually  perfect  its  methods  to  such  a  degree  as  to  render 
he  best,  the  most  expeditious,  and  the  most  efficient  service. 

The  Ninth  Federal  Reserve  Bank  is  functioning  properly.  It  has  had  opportunity 
luring  the  year  to  meet  various  emergencies  confined  to  localities  and  districts,  and 
las  promptly  extended  the  support  needed  by  its  member  banks.  While  there  has 
>een  no  general  call  for  the  rediscount  of  paper,  it  has  provided  facilities  which  numer- 
ms  banks  have  been  glad  to  utilize,  with  the  result  that  such  rediscounts  as  it  has 
nade  for  its  members  have  been  very  well  scattered  over  territory  embracing,  in  whole 
)r  in  part,  six  States.  The  volume  of  business  thus  done,  together  with  active  efforts 
.0  have  the  Federal  Reserve  Act  better  understood,  has  laid  a  foundation  which 
nrill  be  extremely  valuable  in  future  periods  of  heavy  demand.  It  is  notable  that 
gv^here  there  has  been  opportunity  to  come  closely  into  touch  with  member  banks, 
the  result  has  invariably  been  a  high  degree  of  appreciation  by  member  institutions 
3f  the  serviceability  of  this  bank  and  the  simplicity  of  its  methods.  Its  management 
uid  its  operation  have  had  the  entire  approval  of  its  membership.  The  only  criti- 
dsm  it  has  received  has  been  from  outside  sources  and  resulted  from  an  imperfect 
understanding  of  what  it  is  permitted  by  law  to  do. 

The  Ninth  Federal  Reserve  Bank  has  sought  to  make  the  Federal  Reserve  Act 
tully  operative  within  its  district.  During  the  spring  of  1915  it  had  opportunity  to 
demonstrate  its  effectiveness  in  meeting  the  requirements  of  agriculture  in  the  North- 
west during  the  planting  season,  and  rediscounted  liberally  for  member  banks,  in  order 
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to  enable  them  to  better  satisfy  the  requirements  of  farmers.  It  relieved  local  pressure 
at  a  number  of  points  where  manufacturing  enterprises  and  general  business  were 
depressed  because  of  war  conditions,  and  had  opportunity  to  show  that  it  can  effi- 
ciently meet  the  demands  of  industry.  Again,  in  the  fall  of  the  year,  when  an  adverse 
season  had  created  large  amounts  of  immature  com,  it  was  able  to  perform  a  very 
valuable  service  in  assisting  member  banks  to  meet  the  requirements  of  farmers  who 
were  suddenly  compelled  to  make  provision  for  utilizing  a  valuable  forage  crop.  Dur- 
ing the  prevalence  of  the  foot-and-mouth  disease  it  was  able  to  come  to  the  assistance  of 
many  banks  in  the  western  part  of  its  territory,  which  had  applications  for  loans  from 
numerous  stockmen  who  had  cattle  ready  for  market,  but  were  unable  to  ship  on 
accotmt  of  quarantine  conditions.  The  service  above  indicated,  while  not  perhaps  of 
notable  consequence  in  any  single  case,  consists  in  the  aggregate  of  a  very  valuable 
degree  of  assistance,  which  would  not  have  been  available  except  for  the  Federal 
Reserve  Bank,  and  without  which,  portions  of  the  district  would  have  encountered 
considerable  hardships. 

Immediately  upon  receipt  of  authority  this  bank  instituted  a  system  for  the  clearing 
of  checks  within  its  own  district,  which  has  been  in  successful  operation  since  June  1. 

During  the  fall  crop-moving  period  it  announced  a  special  commodity  rate  for  the 
aadstance  of  grain  growers,  extending  the  opportunity  to  member  banks  to  redls- 
cotmt  farmers'  notes,  collateraled  by  elevator  tickets,  at  3  per  cent,  with  the  imder- 
standing  that  the  rate  to  the  maker  of  the  paper  shoidd  be  limited  to  6  per  cent. 

Practically  all  the  currency  required  for  crop-moving  purposes  during  the  fall 
period  was  furnished  by  this  reserve  bank  at  a  cost  to  member  banks  that  was  appre- 
ciably less  than  in  former  years.  Shipments  of  currency  from  points  outside  the 
district  were  reduced  to  about  11,000,000,  or  a  merely  nominal  figure. 

Currency  has  usually  been  shipped  from  Chicago  and  the  East.  In  1915,  for  the 
first  time,  it  was  possible  to  obtain  at  home  the  currency  needed  by  country  banks. 
The  added  convenience  of  the  service  afforded  by  the  reserve  bank  ranks  second 
only  to  the  saving  in  cost.  From  October  1  to  December  31  the  issue  of  Federal 
Reserve  notes  for  this  purpose  was  approximately  18,000,000,  in  addition  to  16,000,000 
previously  issued  and  available  in  part  for  crop  purposes. 

For  the  rediscount  of  agricultural  and  commercial  paper  rates  of  discount  were 
established  at  the  opening  of  the  bank,  which  have  shown  a  downward  tendency 
throughout  the  year.  Member  banks  have  been  able  to  loan  from  correspondent 
banks  on  a  better  basis  than  before  because  of  the  effect  of  these  discount  rates,  and 
have  also  had  the  option  of  rediscounting  paper  at  the  Federal  Reserve  Bank  on  a 
better  basis  than  was  previously  known  in  this  district.  The  rates  of  the  laiger  city 
banks  to  country  correspondents  have  shown  a  tendency  to  maintain  a  relation  to 
the  reserve  bank's  discount  rates  as  annotmced  from  time  to  time,  and  the  indirect 
influence  of  such  discount  rates  has  been  an  important  factor. 

The  influence  of  the  discount  policy  of  this  bank  upon  rates  paid  by  bank  customers 
is  not  so  easily  traced,  but  in  many  instances  the  right  to  rediscount  has  resulted  in  the 
extension  of  credit  which  member  banks  would  otherwise  have  been  compelled  to 
curtail  or  refuse.  Especially  in  the  stock  and  agricultural  districts  it  is  found  that 
the  facilities  afforded  by  the  reserve  bank  have  enabled  member  banks  to  continue 
to  extend  credit  at  reasonable  rates,  where,  without  such  facilities  to  fall  back  upon, 
member  banks  would  have  been  compelled  to  restrict  their  loans.  The  steadying 
influence  of  the  reserve  bank  has  been  very  valuable  to  the  agricultural  and  business 
interests  of  the  district,  because  it  has  prevented  uneasy  financial  conditions  and  the 
fluctuations  of  rates  that  would  easily  have  been  possible  if  the  reserve  bank  had 
not  been  in  exbtence. 

It  is  worthy  of  note  that  out  of  approximately  4,000  notes  and  bills  offered  for  redis- 
count only  a  very  few  have  come  from  the  member  banks  in  the  large  cities.  These 
banks,  with  only  four  exceptions,  have  had  no  occasion  to  rediscount  since  this 
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lerve  bank  ivas  founded.    Practically  all  of  these  rediscounts  have  been  made  for 
»tJ.tutions  located  in  the  country  districts,  i.  e.,  for  member  banks  doing  the  bulk 

theii  business  with  the  agricultural  class  and  with  stockmen.  It  is  therefore 
•parent  that  the  service  thus  rendered  has  been  a  service  which  has  been  extended 

&  very  large  part  to  farmers  and  to  producers  of  stock,  and  that  the  support  extended 
''  this  bank  has  been  to  those  engaged  in  production,  rather  than  to  those  engaged 

the  handling  and  marketing  of  farm  and  range  products. 
At  the  close  of  the  year  it  is  evident  that  there  are  opportimities  for  business  open 

the  Ninth  Federal  Reserve  Bank  sufficient  to  provide  more  than  for  ita  expenses 
id  in  a  year  of  normal  business  activity  probably  sufficient  to  meet  ita  dividend 
quirements.  This  would  be  fully  guaranteed,  even  in  normal  times,  should  Con- 
ess  see  fit  to  reduce  the  amount  of  paid-in  capital,  allowing  the  proportion  so  reduced 

stand  subject  to  call.  Should  such  reduction  be  made,  there  should  be  a  compen- 
ting  deposit  of  Government  funds  to  guard  against  a  contraction  of  the  resources 

reserve  banks  and  loss  of  issue  power. 

SUHMART  OF  THE  YeAR's  WoRK. 

The  results  obtained  since  organization  are  told  in  detail  in  the  subjoined  portion 
:  this  report,  but  may  be  briefly  siunmarized  as  follows: 

When  instructions  to  open  on  November  16,  1914,  were  received  this  bank  was 
ithout  organization  or  staff.  Such  organization  was  provided,  and  the  bank  was 
pened  on  the  date  set  by  the  Secretary  of  the  Treasury. 

The  changes  and  adjustments  incident  to  obtaining  a  permanent  staff  have  been 
ccomplished  and  the  work  of  such  staff  has  been  reduced  to  an  efficient  operating 
asis,  with  a  reduction,  rather  than  an  increase,  in  the  number  of  employees. 

Permanent  quarters,  of  such  a  character  as  to  reflect  credit  upon  thifl  bank  and 
pon  the  reserve  system,  have  been  obtained  and  occupied  under  a  long  lease,  the 
erms  of  which  are  very  favorable. 

The  necessary  equipment  for  the  operation  of  the  bank  upon  a  permanent  basis 
as  been  obtained  and  installed. 

To  meet  the  requirements  of  this  bank  and  for  the  accommodation  of  member 
anks  desiring  to  place  deposits  here  a  new  money  vault,  which  is  the  safest  and  strong- 
st  in  western  United  States,  has  been  completed  and  is  in  use.  It  embodies  the 
•est  principles  of  modern  vault  construction  and  is  electrically  protected  by  the  best 
vaUable  systems.  Provision  was  made  in  this  vault  for  the  segregation  of  space  for 
he  Federal  Reserve  Agent,  to  which  he  alone  has  access. 

By  active  correspondence  and  personal  consultation  the  membership  of  State  banks 
las  been  encouraged,  with  the  result  that  20  such  institutions  have  taken  member- 
hip  by  conversion,  and  1  by  entry  as  a  State  bank.  Nineteen  have  membership 
inder  active  consideration. 

Important  service  has  been  extended  to  the  agricultural  and  stock-raising  interests 
)f  this  district,  the  rediscounts  of  this  bank  having  been  almost  entirely  with  members 
ioing  the  bulk  of  their  business  with  such  interests. 

State  and  municipal  financing  has  been  facilitated  through  purchases,  under  the 
authority  of  the  act,  of  State  warrants  issued  in  anticipation  of  assured  revenues  and 
the  warrants  of  various  cities,  aggr^ating  $3,073,172.32. 

Purchases  of  United  States  bonds  have  been  made  with  the  view  of  participation 
in  the  eventual  retirement  of  national-bank  circulation. 

There  has  been  a  growth  of  membership  of  26  banks,  bringing  the  total  membership 
up  to  735,  and  increases  sufficient  to  create  a  paid-in  capital  of  $2,546,550. 

Federal  reserve  note  circulation  has  been  expanded  to  meet  all  the  demands  of 
the  district,  eliminating  in  1915,  for  the  first  time  the  neceaaity  of  shipping  in  more 
than  nominal  amounts  in  currency,  for  the  purpose  of  moving  the  northwestern 
crops. 
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GontinuoiiB  effort  hae  been  directed  toward  broadening  the  informatian  of  member 
banks  with  respect  to  the  Act  and  their  rights  under  it,  with  the  result  that  such  banloB 
have  obtained  a  clear  nnderstandingy  on  the  basis  of  which  their  requirements  caai 
be  readily  and  expeditiously  met. 

Discount  rates  have  been  maintained  at  levels  which  are  favorable  to  member 
banks,  and  have  created,  as  well,  a  more  favorable  basis  than  previously  existed, 
for  the  discount  of  paper  by  members  with  their  dty  correspondents.  These  dis- 
count rates  have  also  influenced  current  rates  of  interest  to  conmiercial  enterprises 
in  the  laige  cities  of  the  district,  which  were  more  favorable  in  1915  than  in  any 
previous  year. 

A  system  of  check  clearing,  to  which  there  have  been  76  additions  and  only  two 
withdrawals,  has  been  established,  with  68  new  additions  to  Minneapolis  and  St. 
Paul  par  lists.  Progress  has  been  made  toward  making  checks  of  member  banks 
par  within  this  district. 

Personal  contact  with  member  banks  has  been  sought  by  the  Federal  Reserve 
Agent,  Governor,  and  other  officers,  who  have  appeared  at  and  addftessed  47  gather- 
ings of  bankers  and  business  men,  and  who  have  continuously  encouraged  the  repre- 
sentatives of  member  banks  to  visit  this  reserve  bank,  for  the  purpose  of  inspecting 
it  and  consulting  with  respect  to  its  operations  and  poHcy,  and  tiieir  rights  under 

the  Act. 
Through  personal  contact  and  cooperation,  general  and  substantial  support  of  the 

newspaper  press  within  the  district  has  been  obtained,  together  with  the  support 

and  cooperation  of  nimierous  business  organizations. 

The  regulations  of  the  Federal  Reserve  Board  have  been  promptly  applied  and 
made  effective  within  this  district,  the  policy  of  this  bank  being  to  extend  to  its  mem- 
ber banks  every  advantage  authorised  by  the  Act,  or  permitted  through  interpre- 
tation by  the  Federal  Reserve  Board. 

Throu^  the  cooperation  of  correspondents  representing  agriculture  and  the  ^tm- 
dpal  lines  of  commercial  businesB,  as  weU  as  banking,  a  crop  and  business  reporting 
system  has  been  created,  which  has  permitted  the  establishment  of  a  series  of  monthly 
crop  and  business  reports,  which  are  forwarded  to  the  Federal  Reserve  Board,  and 
have  been  much  in  demand  from  those  desiring  unbiased  and  impartial  infoimation. 

As  a  result  of  the  general  pol^icy  of  this  bank,  as  expressed  in  this  summary  ol  the 
year's  work,  a  substantial  public  confidence  has  been  built  up,  and  there  has  been 
impressed  upon  those  engaged  in  agriculture  and  business  within  this  district  the 
purpose  of  its  officers  and  board  of  directors  to  render  at  all  times  the  broadest  degree 
of  public  service  permitted  by  law,  and  compatible  with  sound  banking  principles. 
Its  relations  with  its  members  have  been  of  the  most  satisfactory  character  and  have 
given  ample  evidence  of  the  keen  appreciation  of  such  members  of  the  new  f  adlities 
afforded  them,  and  the  protection  rendered  by  the  reserve  system. 

Oboanization  of  the  Ninth  Bank. 

Pursuant  to  the  authority  conferred  in  section  2  of  the  Federal  Reserve  Act,  the 

Reserve  Bank  Organization  Committee  created  the  Ninth  Federal  Reserve  District, 

embracing  the  following  territory: 

BqmraiiiilM. 

State  of  Montana 146,997 

State  of  North  Dakota 70,837 

State  of  South  Dakota 77,615 

State  of  Minnesota 84,682 

North  two-thirds  of  Wisconsin 41, 000 

Northern  peninsula  of  Michigan 17, 000 

Total 438,131 
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The  tenitoiy  thus  detennined  extends  from  the  northern  end  of  Lake  Michigan  to 
»  Montana-Idaho  line,  a  distance  of  approximately  1,500  miles  east  and  west.  Its 
latest  distance  north  and  south  is  from  the  southern  boundary  of  South  Dakota  to 
9  Canadian  line,  or  approximately  600  miles.  Minneapolis  was  designated  as  the 
ration  of  the  Ninth  Federal  Reserve  Bank. 

It  ie  a  territory  of  peculiarly  diversified  interests.  Northern  Michigan  is  a  heavy 
dducer  of  copper,  iron,  and  lumber.  Wisconsin  is  one  of  the  leading  States  of  the 
lion  in  the  dairy  industry  and  agriculture  and  has  important  lumber  interests  in 

northern  portion  and  an  important  ehipping  business  at  its  Lake  Michigan  and 
kJke  Superior  ports.  Northern  Minnesota  is  a  heavy  producer  of  iron  and  lumber, 
ille  the  remainder  of  the  State  is  largely  agricultural.  North  and  South  Dakota  are 
linly  agricultural.  Eastern  Montana  is  an  agricultural  and  stock  country.  Central 
^ntana  is  first  in  the  United  States  in  the  production  of  copper,  and  western  Montana 
a  very  important  producer  of  lumber,  with  large  areas  devoted  to  fruit  and  agri- 
Iture.  These  are  the  principal  interests  which  the  Ninth  Federal  Reserve  Bank 
U9  established  to  support  and  serve.  The  territory  had,  at  the  time  of  the  organiza- 
>n  of  the  Ninth  Bank,  a  population  of  5,724,895  and  member  (national)  banks  to  the 
Lxnber  of  709. 

Under  the  authority  conferred  by  the  act  the  reserve  bank  oiganization  committee 
ok  appropriate  steps  for  the  election  of  a  board  of  directors,  with  the  cooperation  of 
1  informal  committee  within  the  district.  On  October  1, 1914,  the  Fedeial  Reserve 
oard  appointed  John  H.  Rich,  manufacturer.  Red  Wing,  Minn.,  as  Federal  Reserve 
gent;  P.  M.  Kerst,  clearing-house  examiner,  St.  Paul,  Minn.,  Deputy  Federal 
.eeerve  Agent;  and  John  W.  Black,  wholesale  coal  merchant,  Houghton,  Mich.,  as 
irector,  the  three  serving  as  class  0  directors.  The  election  of  directors,  as  provided 
y  the  act,  resulted  in  the  choice  of  the  following  class  A  directors:  E.  W.  Decker, 
anker,  Minneapolis,  Minn.;  J.  C.  Bassett,  banker,  Aberdeen,  S.  Dak.;  Hon.  L.  B. 
[anna,  governor  and  banker,  Faigo,  N.  Dak.  The  following  were  elected  as  class  B 
irectors:  F.  P.  Hixon,  lumberman.  La  Crosse,  Wis.;  F.  R.  Bigelow,  insurance,  St. 
aul,  Minn. ;  and  Norman  B.  Holter,  wholesale  hardware,  Helena,  Mont.  The  organ!- 
3ition  was  further  perfected  by  the  appointment,  on  February  21,  1915,  of  Hon.  A. 
I  eland  as  counsel;  on  July  21  by  the  appointment  of  Curtis  L.  Mosher  as  assistant 
>  the  Federal  Reserve  Agent,  and  on  January  5, 1916,  by  the  appointment  of  Wm.  H. 
lightner,  St.  Paul,  Minn.,  attorney,  as  class  C  director,  vice  chairman,  and  deputy 
'ederal  Reserve  Agent,  in  place  of  P.  M.  Kerst,  retired,  because  of  pressure  of  other 
uties. 

The  directors  met  and  organized  on  October  14,  1914,  electing  Theodore  Wold, 
^resident  of  the  Scandinavian- American  National  Bank,  as  governor,  and  C.  T. 
affray,  vice  president  of  the  First  National  Bank  of  Minneapolis,  as  member  of  the 
dvisory  council.  The  session  was  continued  through  the  following  day.  A  com- 
oittee  on  pennanent  quarters  was  named,  by-laws  were  adopted,  provision  was  made 
or  an  offidal  seal  of  the  bank,  and  an  executive  committee,  consisting  of  the  Federal 
ileserve  Agent,  the  Governor,  and  Director  Decker,  was  elected. 

On  October  28  temporary  offices  were  opened  in  the  directors'  room  of  the  Minne- 
lota  Loan  &  Trust  Co.  in  Minneapolis,  and  arrangements  were  made  for  the  receipt 
)f  the  initial  reserve  and  capital  payments.  Immediately  thereafter  temporary 
[[uarterB  were  obtained  in  the  Lumber  Exchange  Building,  which  were  occupied 
until  the  pennanent  quarters  in  the  New  York  Life  Building  were  ready  for  occu- 
pancy on  January  1, 1915. 

Telegraph  notification  was  received  from  the  Comptroller  of  the  Currency  on  No- 
vember 14,  1914,  that  the  oiganization  certificate  had  been  executed  in  Washington, 
and  upon  November  16  the  Ninth  Federal  Reserve  Bank  was  formally  opened  for 
business. 
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The  official  and  clerical  staff  of  the  bank  is  numerically  less  at  the  end  of  the  year 
than  at  the  beginning. 

The  membership  of  the  Federal  Reserve  Bank  of  Minneapolis,  at  the  time  of  Its 
oiganization,  consisted  of  709  banks.  Since  that  date  membership  has  been  acquired 
by  26  banks,  bringing  the  total  up  to  735.  One  of  these  is  the  largest  State  bank  in 
Minnesota,  which  has  entered  the  system  as  a  State  bank.  Twenty  are  convendona 
of  State  banks  into  national  banks.  The  remainder  are  new  national  banks.  In 
addition  to  these  changes  there  were  in  process  of  conversion  upon  December  31,  19 
State  banks,  which  will  take  membership,  with  prospective  additional  increase 
through  the  organization  of  eight  new  national  banks. 

EzECtrnvE  CoianrTEE  and  Board  of  Directors. 

Pursuant  to  the  authority  of  the  by-laws,  copy  of  which  is  attached,  the  executive 
conmiittee  has  exercised  the  powers  indicated  in  section  2  thereof,  and  has  carried 
on  the  work  assigned  by  the  board  of  directors,  and  acted  in  an  advisory  capacity  to 
the  officers  of  the  bank,  during  the  intervals  between  directors'  meetings.  The 
executive  committee  has  consisted,  since  the  oiganization  of  the  bank,  of  the  gov- 
ernor, the  Federal  Reserve  Agent,  and  one  director,  and,  being  small  in  size,  has 
been  able  to  meet  frequently.  The  practice  of  the  committee  has  been  to  meet  at 
11  o'clock  in  the  bank  on  each  busii^ess  day  of  the  year,  there  to  pass  upon  all  paper 
submitted  for  rediscount,  and  conduct  other  business  authorized  by  the  by-laws. 
It  has  maintained  its  daily  sessions  with  remarkable  success,  and  has  been  a  highly 
efficient  agency  in  supervising  and  facilitating  the  business  of  this  bank. 

The  board  of  directors,  being  scattered,  in  point  of  residence,  from  the  central 
part  of  Montana  to  the  northern  peninsula  of  Michigan,  has  not  been  able  to  meet 
frequently,  but  in  accordance  with  the  by-laws  has  held  r^^lar  sessions  on  the  first 
Monday  of  every  month  at  11  o'clock  a.  m.  in  the  directors'  room  of  this  bank.  The 
continuing  service  of  the  executive  committee  has  made  it  possible  to  avoid  special 
meetings  of  the  full  board.  The  sessions  of  the  directors  have  been  thorough  and 
searching,  and  each  member  has  shown  a  willingness  to  devote  all  the  time  required 
to  a  proper  handling  of  the  business  in  hand.  Careful  analysis  and  discussion  of 
business  and  financial  conditions  throughout  the  district,  changes  in  currents  of 
trade  and  industry,  developments  in  agriculture,  and  consideration  of  discount 
rates  have  become  regular  features  of  the  board's  sessions,  and  have  been  a  means  of 
harmonizing  opinion  as  to  the  proper  course  and  policies  for  this  bank  to  pursue. 
The  directors  have,  called  at  the  bank  frequently,  between  r^ular  meetings,  and 
have  kept  in  close  touch  with  its  affairs.  The  weekly  statements  of  the  bank  and 
all  other  information  of  value  are  regularly  mailed  to  each  director. 

Operating  Difficulties. 

The  Ninth  Federal  Reserve  Bank  was  opened  almost  immediately  after  $17,000,000 
of  Aldrich-Vreeland  emergency  currency  had  been  issued  in  tJiis  district.  The 
opportunity  to  supply  the  needs  of  its  members  had  therefore  been  anticipated  in 
advance  of  its  coming  into  the  field.  During  the  latter  half  of  November  and  the 
month  of  December,  1914,  such  rediscounts  as  were  afforded  members  were  laigely 
courtesy  transactions,  the  greater  part  representing  the  efforts  of  largei  banks  to 
acquaint  the  public  with  the  new  Federal  Reserve  currency.  After  January  1,  1915, 
the  ninth  district  entered  a  period  when  all  credit  demands  had  been  satisfied,  and 
loans  dropped  to  the  lowest  ebb  in  many  years.  Rates  on  commercial  paper  took 
new  low  levels.  The  demand  at  country  points  was  light  and  banks  in  laiger  centers 
experienced  much  difficulty  in  employing  their  funds  to  advantage.  There  was 
no  change  in  this  condition  until  spiing  farm  activities  began  to  provoke  some  demand 
in  early  May.    The  Ninth  Bank  then  enjoyed  a  period  during  which  there  was  a 
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moderately  active  demand  from  its  members,  which  continued  during  June,  JuJy, 
and  August.  This  demand  held  during  the  first  week  of  September,  and  then  mod- 
erated to  some  extent.  From  late  September  to  the  end  of  the  year  the  figures  show 
comparatively  small  changes. 

This  year,  in  brief,  has  been  a  year  of  cheap  money  rates  and  ample  money  in  the 
ninth  distiict.  The  excess  reserve  of  member  banks  in  the  ninth  district  is  sig- 
nificant of  this  condition,  and  is  shown  by  the  following  figures  issued  by  the  Comp- 
troller of  the  Currency: 


Aaof— 


Dec.  31, 1914. 
Mar.  4, 1915.. 
May  1,1915.. 
June  23, 1^ 
Sept.  2, 1915. 


Reserve 
required. 


144,781.908 
47,909,124 
47,027,161 
45,826,686 
47,004,900 


Reeerye 
held. 


680,113,119 
111,069,784 
106.262,875 
94,462,540 
101,210,407 


Excess. 


635,332,010 
63,160,660 
69,235,714 
48,635,854 
64,185,506 


The  volume  of  rediscounts  has  been  depressed  in  proportion  to  the  lack  of  normal 
activities  in  commercial  and  industrial  business,  and  throughout  the  year,  has  been 
below  what  might  reasonably  be  expected  under  the  usual  crop  and  business  condi- 
tions. But  one  hope  of  active  rediscounting  presented  itself,  and  that  hinged  upon 
the  marketing  of  an  unusually  large  grain  crop  in  the  Northwest.  A  production  of 
100,000,000  bushels  of  wheat  over  and  above  the  usual  crop,  indicated  that  there 
would  be  a  sharp  and  continuing  demand  during  the  last  quarter  of  the  year.  Very 
unusual  weather  conditions  slowed  down  the  marketing  of  the  new  crop  immediately 
after  harvest.  Rain,  wet  roads,  the  demands  of  fall  plowing,  and  a  disposition  to 
hold  grain  for  better  prices,  combined  to  influence  farmers  to  market  only  as  they 
needed  funds.  The  receipts  at  terminal  markets  were  extremely  light  during  Sep- 
tember and  October,  and  the  slow  movement  made  it  possible  to  finance  the  market- 
ing of  the  crop  very  largely  on  the  farmers'  money.  The  demand  upon  banks  was 
light,  and  the  large  elevator  concerns,  which  usually  begin  issuing  terminal  grain 
paper  by  mid-October,  had  put  out  only  very  small  amounts  as  late  as  the  end  of  the 
year.  In  response  to  higher  prices,  the  December  movement  of  grain  was  very  active. 
There  is  a  very  large  amount  of  small  grain  still  held  on  farms,  which  will  come 
gradually  into  the  markets. 

These  conditions  resulted  in  the  peculiar  situation,  that  during  a  period  when 
country  banks  and  the  grain  trade  are  usually  heavy  borrowers,  the  large  elevator 
concerns  were  satisfying  their  requirements  with  moderate  amounts  of  their  straight 
paper  and  country  banks  were  paying  up. 

The  volume  of  current  rediscounts,  acceptances,  and  investments  of  the  Ninth 
Federal  Reserve  Bank,  by  15-day  periods  since  organization,  is  shown  in  Table  A, 
attached  hereto.  There  is  shown,  in  Table  B,  the  total  rediscounts  and  bills  payable 
of  member  banks,  by  States,  their  deposits,  and  their  rediscounts  with  this  bank,  as 
of  the  date  of  the  Comptroller's  call  on  November  10.  Table  C  gives  the  amount  of 
rediscounts  by  States  and  statistics  relating  thereto.  Table  D  gives  an  analysis  of 
rediscounts. 

Discount  Rates — Characteristics  of  1916  Business. 

The  directors  and  executive  committee  of  this  bank  have  endeavored  to  hold 
rates  of  discount  at  a  level  low  enough  to  fully  and  amply  accommodate  any  member 
bank  and  at  the  same  time  avoid  a  rate  so  low  as  to  encourage  rediscount  for  the  sake 
of  the  intermediate  profit.  Within  certain  narrow  limits  it  is  probably  true  that 
these  rates  could  have  been  varied  during  the  year  without  any  appreciable  effect 
on  the  amount  of  business  coming  to  this  bank.    In  other  words,  member  banks 
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have  not  ufied  this  bank  except  where  necesBity  existed  and  under  such  necesBCty 
the  rate  has  not  been  a  material  factor  in  determining  whether  they  would  or  woald 
not  make  use  of  our  facilities.  While  it  is  possible  that  a  slightly  higher  rate  mig^ 
have  been  charged  in  some  cases,  with  additional  profit  to  the  bank,  it  has  been  the 
opinion  of  the  directors  and  executive  committee  that  rediscounts  should  not  be 
taxed  with  all  the  traffic  could  bear,  but  that  the  policy  should  be  that  of  making  a  fair, 
moderate  and  reasonable  rate  for  all  business  offered. 

The  course  of  the  discount  rates  of  this  bank,  and  all  changes  therein,  with  the 
dates  on  which  such  changes  were  made,  is  shown  in  Table  E. 

The  interest  rates  prevailing  over  the  district  must  be  borne  in  mind  in  order  to 
appreciate  the  very  attractive  basis  afforded  for  the  rediscount  of  the  paper  of  member 
banks.  Throughout  the  well-settled  and  well-developed  farming  districts  of  central 
Wisconsin  and  southern  Minnesota,  fanners  of  established  credit  are  customarily  able 
to  borrow  at  6  and  6}  per  cent.  Throughout  the  less  developed  sections  of  northern 
Wisconsin  and  northern  Minnesota  current  rates  are  7)  to  8  per  cent  to  cuslomen  of 
good  credit.  In  South  Dakota  rates  vary  from  7  to  8  per  cent  in  the  well  developed 
eastern  portion  and  from  8  to  12  per  cent  in  the  thinly  settled  western  portion. 
Approximately  the  same  rates  (except  that  the  l^gal  rate  is  10  per  cent)  apply  in 
North  Dakota,  the  eastern  portion  of  which  is  a  well  developed  and  prosperous  fann- 
ing country,  while  the  western  part  is  undergoing  rapid  development  and  is  practi- 
cally a  new  country.  The  rates  in  Montana,  which  is  a  State  of  immense  extent, 
undergoing  settlement  and  development,  and  thinly  populated,  range  from  8  to  12 
^r  cent,  with  an  average  of  10  per  cent. 

The  Ninth  Federal  Reserve  District  has  been  prosperous  since  the  founding  of  the 
bank.  It  can  not  be  said  that  an  emergency  has  existed  in  the  district  at  any  time 
since  this  bank  was  opened  on  November  16,  and  there  has,  therefore,  been  no  oppor- 
tunity to  make  a  practical  test  or  demonstration  of  the  efficiency  of  this  bank  during 
a  period  of  stress. 

In  the  ninth  district,  as  elsewhere,  the  Federal  Reserve  Bank  was  an  entirely  new 
element  in  banking.  The  readjustment  of  the  customary  practices  of  member  banks, 
sufficient  to  give  it  a  satisfactbry  volume  of  rediscounts,  was  slow.  Business  and 
agriculture  were  placing  no  burdens  upon  local  banks  greater  than  they  could  satis- 
factorily carry.  The  average  member  bank  has  had  less  occasion  during  1915  than 
in  former  years  to  borrow  in  order  to  satisfy  current  demands. 

The  influences  of  the  year  have  been  such  as  to  encourage  those  in  business  to 
exercise  caution  and  prudence,  and  bank  depositors  generally  have  shown  hesitation 
in  drawing  down  their  balances  or  in  embarking  with  the  usual  freedom  in  new 
enterprises. 

It  was  evidence  of  a  sound  and  progressive  policy  that  during  a  period  when  bank 
deposits  have  been  high  and  the  demand  for  loans  less  than  normal,  this  bank  has 
gradually  increased  the  volume  of  its  rediscounts  for  its  members  and  brought  its 
earnings  up  to  a  point  sufficient  to  cover  all  of  its  current  expenses  and  create  a 
reasonable  balance  to  profit  dnd  loss.  This  would  not  have  been  possible  had  not  the 
bank  fimctioned  perfectly,  and  as  was  intended  by  the  law.  It  is  also  significant 
of  the  persistent  and  continuous  effort  of  the  officers  to  have  member  banks  and  the 
public  clearly  understand  its  purpose. 

A  gradual  spread  of  a  practical  understanding  of  the  workings  of  the  FedenJ  reserve 
system  has  undoubtedly  had  a  beneficiai  influence  upon  the  amount  of  business  done 
during  the  year.  Such  pressure  as  has  occurred  within  the  district  has  been  laigely 
local.  Where  local  strain  has  appeared  this  bank  has  been  quick  to  extend  assistance 
as  required  by  its  members,  and  the  active  efforts  of  the  officers  of  the  bank  has  been 
directed  throughout  the  year  toward  acquainting  member  banks  with  the  degree  of 
support  this  bank  stands  ready  to  extend. 
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^Kb  an  Incidental  but  important  part  of  the  work  ol  creating  a  proper  undentanding 

■  the  Act  and  the  Ninth  Federal  Reserve  Bank,  the  Fedend  Beeerve  Agent  and 

vemor  have  taken  special  pains  throughout  the  past  14  months  to  meet  with  bankers 

their  group  meetings  and  conventions  and  engage  in  a  pnctical  discussion  of  the 

bject.    The  Federal  Reserve  Agent  has  made  20  such  addresses  during  this  period. 

le  Governor  has  addressed  16  State  and  district  conventions,  while  other  officers  of 

e  bank  have  done  similar  work  when  opportunity  afforded.    Tho  bank  has  been 

presented,  since  organisation,  at  47  such  gatherings  where  opportunity  for  ques- 

:3nB  and  informal  discussion  have  been  afforded.     It  has  been  found  that  personal 

»ntact  with  member  bankers  and  the  public,  especially  when  there  has  been  oppor- 

inity  to  answer  questions  and  engage  in  discussions,  has  been  of  much  service  in 

ving  member  banks  a  working  knowledge  of  the  law  and  informing  them  as  to  the 

ataile  of  rediscount  and  currency  issue. 

The  service  extended  by  the  press  of  the  ninth  district  in  spreading  infonnation 
iould  have  proper  acknowledgment.  The  attitude  of  the  newspapers  has  been 
iLtremely  friendly  and  editors  have  shown  a  keen  interest  in  furthering  the  new 
anking  system  wherever  opportunity  has  afforded. 

The  earnings  and  expenses  of  the  Ninth  Federal  Reserve  Bank  since  oiganization 
re  shown  in  Table  F. 

Fbdbral  Rbsbrve  Notxs. 

The  policy. of  the  Ninth  Federal  Reserve  Bank  with  respect  to  Federal  Reserve 
lotes  has  been  laigely  governed  by  the  purpose  of  providing  an  ample  volume  of 
rurrency  for  the  regularly  occurring  demands  of  the  crop-moving  period  in  the  fall, 
jid  the  Federal  Reserve  notes  have  been  issued  freely  in  response  to  the  requirements 
)f  member  banks.  As  previously  noted,  the  issue  of  such  notes  for  crop-moving 
>urpoBe8  from  October  1  to  December  31, 1915,  amounted  to  $8,000,000,  in  addition 
o  which  a  considerable  part  of  the  $6,000,000  of  currency  previously  issued  was  also 
kvailable.  The  Federal  Reserve  notes  entering  directly  into  the  crop  moving  repre- 
ent  a  smaller  volume  than  has  ordinarily  been  required  in  this  district.  This  is 
accounted  for  by  the  very  slow  movement  of  the  grain  crops  and  the  large  amounts 
if  available  funds  in  all  commercial  banks  and  principally  in  the  banks  of  Minne- 
ipolis,  St.  Paul,  and  Duluth,  which,  with  the  larger  firms  in  the  grain  trade,  bear 
he  burden  of  crop  financing. 

Member  banks  have  expressed  much  satisfaction  in  their  ability  to  promptly  obtain 
currency  for  local  use,  and  Federal  Reserve  note  operations  have  entailed  frequent 
ihipments  to  outside  points  in  the  district.  Returned  Federal  Reserve  notes  coming 
>ack  into  the  hands  of  the  bank  did  not  reach  a  sufficient  volume  during  the  year 
x>  make  it  necessary  to  return  any  to  the  Federal  Reserve  Agent,  and  damaged  and 
nutilated  currency  returned  to  this  bank  did  not  reach  proportions  requiring  any 
ihipments  to  Washington  for  redemption.  During  the  early  part  of  1916  it  will  be 
aecesaary  for  the  bank  to  make  return  to  the  Federal  Reserve  Agent  of  inued  Federal 
ECeserve  notes  and  also  to  forward  mutilated  for  destruction.  The  year's  operations 
have  not  presented  sufficient  time  to  make  any  estimate  of  the  cost  of  Federal  Reserve 
notes  in  relation  to  the  period  of  their  life  and  usefulness,  and  the  cost  analysiB  shown 
in  Table  H  is  therefore  upon  the  basis  of  new  notes. 

Shipments  of  Federal  Reserve  notes  from  Washington  to  the  Federal  Reserve  Agent 
of  this  bank  aggrc^gated  $19,000,000  during  the  period  closing  December  31,  on  which 
date  there  remained  in  the  hands  of  the  reserve  agent  $5,000,000  in  unissued  notes, 
and  in  the  hands  of  HmWtmtmry  Department  at  Washington,  subject  to  the  order  of 
this  bank,  an  addilliM|||BL||0,OOO  ready  for  shipment.  A  total  of  $30,000,000  has 
therefore  be»T»  — *-*-^^^£||k  -•  •  -'istrict. 
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Check  Clearing. 

Pursuant  to  the  authority  of  the  Federal  Reserve  Board,  a  system  of  check  cleaiing 
was  established  in  the  Ninth  Federal  Reserve  District  on  June  1.  Paiticipatioii  in 
check  clearing  was  purely  voluntary  on  the  part  of  member  banks,  but  the  system 
was  established  with  110  banks  participating,  and  from  June  1  to  December  31  there 
were  76  additions  and  only  2  withdrawals  to  the  system.  The  check-clearing  system 
has  operated  without  overdrafts  and  without  deficiencies  in  reserve.  Of  the  186 
members  in  the  collection  system,  68  are  new  additions  to  Minneapolis  and  St.  Paul 
par  lists,  and  this  benefit  has  been  passed  on  to  their  customers.  The  average  namber 
of  items  daily  and  the  average  amount  of  items  daily,  by  months,  is  shown  in  Table  G. 

Exchange  Charges  in  the  Ninth  District. 

The  customary  charges  made  by  the  country  banks  on  checks  sent  them  by  thdr 
city  correspondents  vary  from  10  cents  per  |100,  based  on  the  total  included  in  remits 
tance  letters,  up  to  15  cents  per  |100,  based  on  each  separate  item.  In  the  last  few 
years  the  city  banks  have  tended  to  pay  a  constantly  increasing  amount  on  the  same 
volume  of  business  to  their  coimtry  cotrespondents  for  exchange  chaiges,  as  more  and 
more  banks  are  basing  their  chaiges  on  each  separate  item  instead  of  on  total  ol  lettera. 
Since  the  establishment  of  the  Federal  Reserve  Banks  and  their  collection  sjrstem 
there  has  been  no  change  in  the  basis  on  which  such  chaiges  are  made.  A  number 
of  banks  that  formerly  chaiged  exchange  have  joined  the  Federal  Reserve  Bank  col- 
lection system  and  now  remit  for  their  checks  at  par  to  their  city  correspondents. 
The  remainder  of  the  186  banks  that  are  members  of  the  Federal  Reserve  Bank  col- 
lection system  were  not  charging  exchange  prior  to  joining  the  system.  It  seems  to 
be  the  purpose  of  the  banks  of  the  ninth  district  to  wait  development  of  the  collection 
system  of  the  Federal  Reserve  Bank  before  any  action  is  taken  or  changes  are  made 
relative  to  exchange  chaiges.  It  appears  that  member  banks  of  this  district  believe 
that  eventually  they  will  be  compelled  to  cease  charging  exchange  to  tiie  indozsers 
of  checks  sent  them  for  collection  or  credit,  but  owing  to  the  loss  of  profit  they  will 
not  give  up  this  practice  until  the  situation  is  such  that  they  can  no  longer  be  made. 
A  total  of  960  banks  (State  and  national)  in  the  ninth  district  do  not  chaige  exchapge 
on  checks  drawn  upon  them. 

Applications  for  Fiduciary  Powers. 

Observation  of  conditions  in  this  district  has  gradually  brought  the  offices  of  this 
bank  to  the  conviction  that  the  granting  of  fiduciary  powers  to  small  banks  under 
certain  restrictions  is  of  great  advantage  to  their  communities.  It  has  been  observed 
that  many  towns,  where  soimd  and  well-managed  banks  are  successfully  operated, 
are  without  the  advantage  of  trust  company  service.  With  the  reservation  that  such 
powers  should  not  be  granted  except  where  member  banks  are  under  management 
that  is  above  criticism,  and  where  the  character  and  integrity  of  their  officers  is  thor- 
oughly established,  it  has  been  the  policy  of  the  officers  of  this  bank  to  recommend 
the  granting  of  fiduciary  powers  to  some  banks  that  are  not  of  commanding  size.  It  is 
believed  that  it  is  safe  to  trust  such  powers  to  a  small  bank,  if  well  managed,  as  well 
as  to  a  laige  bank,  and  that  the  favorable  action  of  the  Federal  Reserve  Board  in  mch 
cases  confers  valuable  benefits  upon  the  community.  Especially  in  the  administia- 
tion  of  estates  it  has  been  the  view  of  the  officers  of  this  bank  that  it  is  better  to  trust 
to  the  judgment  and  integrity  of  a  sound  and  well-managed  member  bank  than  to  an 
individual  approved  by  the  court,  and  that,  having  more  at  stake  and  having  better 
facilities  than  an  individual,  a  properly  managed  member  bank  is  in  better  positbn 
to  render  this  necessary  service. 
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On  February  18  the  counsel  for  this  bank  rendered  an  opinion  upon  clause  K,  sec- 
>n  11  of  the  Act,  with  reference  to  the  granting  of  fiduciary  powers,  in  which  he  ex- 
'eases  the  following  conclusion: 

'  *  It  follows  that  *  «  *  national  banks  can  not  lawfully  act  as  trustees,  execu- 
TBj  administrators,  and  registrars  of  stocks  and  bonds  iinleas  there  is  State  legislation 
cpieasly  confeiring  upon  them  the  power  to  do  so.  At  present  there  is  no  such 
g^ifilation  in  any  of  the  six  States  comprising  the  ninth  Federal  reserve  district." 
Since  writing  this  opinion,  favorable  legislation  has  been  adopted  in  South  Dakota, 
lit  in  Michigan,  Wisconsin,  Minnesota,  North  Dakota,  and  Montana  the  situation 
imains  as  then  outlined,  and  counsel  has  refused  favorably  to  certify  ajiplications 
om  those  States. 

This  suggests  the  desirability  of  State  legislation  expressly  confening  the  right  to 
Lercisethepowersgranted under  the  Federal  Reserve  Act,  without  which  favorable 
:;tion  on  such  applications  as  come  from  the  States  of  the  ninth  distaict,  with  the 
cception  of  South  Dakota,  will  still  be  subject  to  question  as  to  the  legal  right  of  the 
pplicant  to  exercise  the  powers  granted. 

Relations  Wrrn  Mbmbbr  and  Other  Banks. 

The  attitude  of  the  Ninth  Bank  toward  the  national  banks  of  its  district  has  been 
hat  of  an  organization  receptive  to  the  suggestions  and  comments  of  its  stockholders, 
risiting  representatives  of  member  banks  have  been  reminded  that  while  this  bank 
las  the  obligation  of  rendering  them  effective  service  the  obligation  rests  upon  them 
«  stockholders  to  maintain  an  active  interest  in  it  and  assist  it  through  friendly 
criticism.  Every  effort  has  been  made  to  encourage  representatives  of  member 
>anks  to  visit  the  bank,  and  since  its  oiganization  a  large  amount  of  correspondence 
las  been  carried  on  for  the  purpose  of  creating  and  maintaining  personal  contact  be- 
rween  the  ofiScers  of  this  bank  and  the  official  heads  of  member  banks.  The  attitude 
»f  the  members  toward  the  Federal  Reserve  Bank  has  been  at  all  times  friendly. 
Some  few  institutions  have  been  apprehensive  of  competition  that  might  result  from 
lie  operations  of  the  Ninth  Bank,  but  even  under  this  condition  have  not  hesitated 
o  say  that  their  membership  constitutes  a  very  valuable  insurance,  and  that  this  bank 
B  a  very  necessary  and  important  safeguard. 

The  larger  banks  voluntarily  state  that  the  question  of  receiving  dividends  on  their 
stock  is  unimportant  as  compared  with  the  advantages  they  receive  through  the  hold- 
ing of  stock,  and  their  comments  upon  the  management  of  the  bank,^so  far  as  they  have 
reached  the  officers  of  this  institution,  have  been  commendatory,  friendly,  and  helpful. 

Much  the  same  attitude  has  been  maintained  toward  the  numerous  State  banks  of 
this  district,  and  through  personal  contact  and  correspondence  a  continuous  effort 
bas  been  made  to  interest  them  in  the  facilities  offered  by  the  Federal  reserve  system 
Bind  encourage  them  to  take  membership.  These  activities  have  resulted  in  the 
membership  of  the  largest  State  bank  in  Minnesota.  A  number  of  other  strong  institu- 
tions have  been  brought  to  a  point  where  they  are  giving  the  subject  serious  considera- 
tion. The  attitude  of  State  banks  in  general  has  been  friendly.  While  there  has  yet 
been  no  general  movement  of  State  banks  toward  membership,  and  while  many  such 
banks  show  a  desire  to  wait  and  observe  the  workings  of  the  Federal  Reserve  System, 
the  year  has  brought  20  ninth  district  banks  into  the  system,  through  the  process  of 
conversion  into  national  banks,  and  19  more  are  undergoing  conversion.  This  process, 
rather  than  direct  acquisition  of  membership  as  State  banks,  seems  to  be  the  favored 
method  of  entry  to  the  system.  This  bank  has  had  the  helpful  cooperation  of  the 
State  superintendent  of  banks  of  Minnesota  and  the  caagl0ktlMMti  ^^nltin^  of  Wis- 
consin, and  there  has  been  no  opposition  on  tiie  W^jF^  "wd  the 
acquisition  of  membership  in  the  reserve  systeiaj^^^  ^e  laws 
of  their  States.                                                      ^^^ 
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Crbdit  Nbxds  of  the  District. 

The  only  credit  requirements  of  the  ninth  district  during  the  past  14  months  that 
were  of  any  considerable  magnitude  had  been  satisfied  before  the  Ninth  Bank  was 
opened  for  business  on  November  1, 1914,  as  previously  noted.  Following  the  open- 
ing of  the  bank  the  district  passed  into  a  period  of  very  slack  demand,  during  which 
there  was  a  heavy  accumulation  of  money  in  all  banks,  and  restricted  opportunities 
to  loan.  From  May  1  on  throughout  the  year  there  was  a  gradually  and  very  notice- 
able drift  back  to  normal  conditions.  The  recovery  was  very  slow.  Business  activi- 
ties have  not  yet  reached  a  point,  although  the  closing  month  of  the  year  showed 
considerable  advance,  where  they  have  made  greater  demands  than  banks  locally 
have  been  able  to  satisfy.  The  volume  of  rediscounts  carried  by  the  Ninth  Bank 
has  increased  more  in  response  to  steady  and  persistent  efforts  to  create  a  better  under- 
standing of  the  system  and  the  facilities  afforded,  than  from  any  sharp  demand. 
Such  demand,  when  it  has  manifested  itself,  has  been  confined  to  districts  or  indus- 
tries especially  affected  by  the  disturbed  conditions  of  the  year.  Where  opportuni- 
ties for  service  have  presented  themselves  the  support  rendered.by  this  bank  has  been 
immediate  and  effective.  Experience  gained  during  the  year,  through  the  redis- 
counts for  scattered  member  banks,  points  conclusively  to  a  gradual  growth  of  this 
business  to  proportions  that  will  be  satisfactory,  even  in  years  of  normal  business. 
Where  member  banks  have  had  the  opportunity  of  utilising  the  facilities  afforded, 
we  have  invariably  found  them  pleased  with  the  direct  meUiods  eiiq)loyed. 

A  marked  reluctance  to  rediscount  was  manifested  by  practically  all  membera  at 
the  opening  of  the  bank.  To  use  its  facilities  has  meant  the  abandonment,  in  many 
cases,  of  firmly  rooted  precedents.  The  task  of  acquainting  more  than  700  banks 
with  their  rights  under  the  Act  was  formidable,  but  a  necessary  preliminary  to  the 
development  of  a  volume  of  business.  Excellent  progress  has  been  made,  and  as 
member  banks  have  been  brought  into  intimate  touch  with  their  reserve  bank  they 
have  invariably  been  highly  pleased  with  its  ability  to  render  them  practical 
support. 

The  only  credit  demands  which  have  presented  themselveB  which  have  not  been 
fully  and  promptly  met  have  come  from  farmers  who  desire  cheap  money  to  enable 
them  to  hold  grain  in  the  anticipation  of  a  better  market.  The  problem  of  meeting 
this  demand  is  extremely  difficult.  This  bank  placed  in  operation  the  commodity 
rate  authorized  by  the  Federal  Reserve  Board  as  soon  as  authority  was  received,  and 
has  done  some  business  under  it.  The  application  of  the  commodity  rate  under  the 
requirement  that  the  grain  held  as  security  against  the  paper  rediscounted  be  stored 
in  a  ''warehouse"  (country  elevator)  necessarily  involves  that  the  farmer  enjoying 
the  6  per  cent  rate  must  first  place  his  grain  in  store  and  pay  charges  thereon.  The 
storage  charges,  plus  interest  on  the  loan  at  6  per  cent,  invariably  increases  the  cost 
of  the  accommodation  extended  far  beyond  the  nominal  rate  of  6  per  cent.  The 
interest  paid,  plus  the  elevator  charges,  ranges  all  the  way  from  17  to  21  per  cent  on 
the  money  borrowed. 

The  fanners  in  the  ninth  district  have  been  accustomed  to  making  some  use  of 
elevator  tickets  as  collateral  for  their  paper  at  the  banks,  but  the  process  is  not  highly 
regarded  because  of  the  cost.  They  have  also  been  accustomed  to  borrowing  on  the 
security  of  chattel  mortgages  on  grain.  Numerous  letters  have  reached  this  bank 
from  all  parts  of  the  grain  territory  inquiring  for  Grovemment  funds  to  be  loaned  on 
security  of  grain  held  on  the  farm.  The  supposition  of  the  writers  has  imiformly  been 
that  this  bank  could  discount  paper  based  on  grain,  at  the  commodity  rate,  the  rate  to 
the  maker  to  be  6  per  cent.  Some  have  thought  that  through  Federal  action,  this 
bank  could  deal  direct  with  the  brmer.  These  requests  have  been  supported  by  the 
argument  that  it  b  unfair  to  force  the  burner  to  market  his  grain  immediately  after 
harvest,  when  all  burmers  are  marketing  grain  and  the  market  is  glutted.    The  only 


DISTRICT   NO.  9 — MINKBAP0LI8.  825 

atliod  that  will  afford  them  proper  relief,  they  aigue,  i»  a  system  that  will  permit 
em  to  hold  their  own  grain  in  their  own  storage.  Bankers  in  gndn  territory  have 
try  frequently  made  such  loans,  but  on  account  of  the  risk  of  the  removal  of  the 
curity  they  have  been  compelled  to  confine  their  accommodation  to  formers  of 
tablished  credit  and  men  favorably  known  to  them. 

The  Ninth  Federal  Reserve  Bank  has  always  been  ready  to  rediscount  paper  based 
1  grain,  at  its  current  discount  rates,  and  und«  its  rules,  when  presented  by  a  mem- 
sr  bank  for  rediscount.  The  demand  here  involved  is  for  a  special  form  of  credit, 
;  a  preferential  rate. 

No  method  of  satisfsring  this  demand  presents  itself  unless  some  condition  can  be 
*eated  under  which  Uie  integrity  of  the  security  for  the  loan  can  be  fully  and  amply 
rotected.  It  is  possible  that  through.an  amendment  to  the  Act  some  method  might 
9  devised  by  which  a  member  bank  could  safely  loan  on  grain  stored  on  the  farm 
id  be  permitted  in  such  cases  to  rediscount  the  note  as  commodity  paper.  It  is 
>t  probable  that  such  a  regulation  can  be  worked  out,  unless  it  is  possible  to  make  it 
Federal  offense  to  remove  grain  stored  in  such  a  manner,  when  the  note  has  been 
idiscounted  at  a  Federal  Reserve  Bank.  No  comment  is  made  on  the  question  of 
le  desirability  of  Incorporating  further  preferential  credit  provisions  in  the  Act,  or 
idening  the  already  Uberal  accommodation  to  agriculture  therein  provided.  Farmers' 
■gaxuzations  in  the  ninth  district  have  been  very  active  in  discussing  rural  credit 
uestions,  and  especially  of  affording  the  former  more  opportunity  to  loan  at  moderate 
ites  upon  fafkn  products  on  his  own  form.  This  agitation  will  probably  become 
icreaaingly  active. 

EZGHANQB  OpXRATIONS. 

The  demand  for  east^n  exchange  in  this  district  is  so  steady  that  for  the  greater 
»art  of  the  year  a  premium  is  paid.  For  a  period  of  from  two  to  three  months,  during 
rop-moving  time,  Chicago  and  eastern  funds  go  to  a  substantial  discount.  It  was 
herefore  considered  desirable  by  the  officers  of  this  institution  to  accumulate  funds 
3r  the  use  of  member  banks  when  the  turn  came.  This  was  done  by  the  acceptance 
f  eastern  exchange  at  a  discount  based  on  the  cost  of  shipping  mixed  currency  to  or 
rem  the  nearest  subtreasury.  These  accumulated  funds  will  be  sold  on  the  same 
•aais. 

It  is  believed  that  the  policy  of  establishing  a  flat  rate  is  sound  and  desirable  and 
hat  the  building  up  of  balances  in  the  East  at  a  fixed  discount  rate  and  the  sale  of 
hese  balances  at  a  fixed  premium  will  do  much  to  prevent  violent  rate  fluctuations. 

Nbw  Monit  Vault. 

The  permanent  quarters  occupied  by  the  Federal  Reserve  Bank  of  MinneapoUs 
contained  a  vault  which,  with  the  installation  of  modem  money  chests,  has  been  of 
ralue  for  the  safe-keeping  of  tellers'  current  funds,  books,  and  documents.  It  was 
lot  sufficiently  strong  to  house  deposits  of  this  bank,  and  it  became  necessary  to 
provide  new  and  better  facilities.  Pending  the  construction  of  a  new  vault,  Federal 
Eleserve  notes  and  deposits  were  carried  in  various  vaults  of  the  commercial  banks 
in  MioneapoUs  and  comparatively  little  cash  was  held  by  the  reserve  bank  itself. 

The  new  money  vault  was  completed  and  put  in  use  on  October  1.  Its  walls, 
floor,  and  ceiling  are  constructed  of  5  inches  of  steel,  heavily  protected  by  steel  bars 
udd  railroad  rails  laid  in  concrete.  The  main  door  is  7  feet  7  inches  in  diameter  and 
15  inches  thick,  exclusive  of  bolt  frames,  and  is  ground  into  the  frame  to  a  steam- 
dghtfit.  An  emeigency  door  is  pcovMid  to  guard  against  lockouts.  Both  the  main 
smd  emergency  doors  are  aol*^  *'^^^''^RS.^  construction  avoids  piercing  them 
for  the  purpose  of  operatiz  iP^**"     ^^  ^  *^  doors  the  locking  mech- 

anism is  controlled  by  fo'  operate  the  bolt  motors. 
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The  vault  is  8  feet  2  inches  high,  18  feet  8  inches  wide,  and  9  feet  deep  inside,  and 
provides  15  steel  lockers  for  the  use  of  the  Federal  Reserve  Bank  and  12  similar  locken, 
within  a  space  segregated  for  the  Federal  Reserve  Agent,  for  the  use  of  that  depart- 
ment. The  space  allotted  the  Federal  Reserve  Agent  is  protected  by  grills  and  may 
not  be  entered  except  by  him  or  his  representative. 

The  electrical  protection  of  the  vault  is  of  the  most  modem  and  complete  character 
and  is  connected  with  large  alarm  gongs  inside  the  banking  office  and  outside  the 
building  on  tha  street. 

The  officers  and  directoiB  of  the  bank  gave  much  thought  and  investigation  to  this 
subject  before  contracts  were  let  and  the  designs  of  the  engineers  were  not  accepted 
until  there  had  been  a  most  thorough  inquiry,  for  the  purpose  of  providing  for  this 
bank  a  vault  of  such  strength  and  such  high  quality  as  to  make  it  the  most  modem 
and  the  safest  in  the  western  United  States.  The  space  provided  therein  is  suffi- 
cient for  the  safeguarding  of  Luge  deposits  from  member  banks  and  the  attention  of 
such  institutions  is  being  called  to  the  additional  safety  involved  in  the  deposit  of 
their  funds  here. 

ELEonoN  OF  Ddubotobs. 

Vacancies  occurred  in  classes  A  and  B  on  the  board  of  directors  of  this  bank,  which 
were  filled  by  election  in  November.  The  process  of  classifying  the  member  banks 
by  groups  and  carrying  the  election  provisions  of  the  act  into  effect,  made  it  poaaible 
to  observe  some  points  that  seem  worthy  of  consideration. 

Classification  ot  member  banks  by  groups  on  the  arbitrary  basis  of  the  amount  of 
their  capital  stock  and  surplus,  resulted  in  the  establishment  of  groups  2  and  3,  both 
consisting  of  members  scattered  over  the  whole  or  parts  of  six  different  States. 

As  a  result  of  the  scattered  location  of  the  voting  members  of  the  participating 
groups,  the  vote  in  both  groups  was  light  and  the  vacancies  on  tJie  board  were  filled 
through  the  balloting  of  only  25  per  cent  of  the  members  entitled  to  vote.  It  eeems 
unfortunate  that  after  active  efforts  to  interest  every  member  having  a  lifi^t  to  vote, 
a  greater  interest  was  not  manifest  in  so  important  a  matter.  It  is  probable  that  the 
scattered  condition  of  the  member  banks  alone  will  always  make  it  difficult  to  arouse 
an  active  interest  in  the  election  of  directors.  As  a  remedy  for  this  condition,  it  is 
suggested  that  attempts  to  classify  the  board  of  directors  into  three  groups  be  aban- 
doned in  ftivor  of  a  plan  under  which  all  member  banks  will  vote  at  one  Hme  on  each 
of  the  vacancies  occurring  among  the  elected  members  of  the  board.  This  would  in- 
volve an  amendment  to  the  act  providing  for  the  selection  by  member  banks  of  Gxe 
of  the  nine  members  of  the  board  of  directors,  such  nominees  to  be  either  banken  or 
business  men,  at  the  option  of  the  member  banks.  The  remaining  four  should  be 
appointed  by  the  Federal  Reserve  Board. 

As  an  incident  to  the  election  of  directors,  a  member  bank  nominated  a  banker 
interested  in  four  State  banks,  but  not  connected  with  any  member  (national)  bank. 
Counsel  for  this  bank  mled  that  there  is  nothing  in  the  law  to  prevent  placing  the 
name  of  the  representative  of  a  nonmember  bank  upon  the  official  ballot,  if  such 
nominee  is  regularly  nominated.  This  suggests  that  there  is  at  least  a  posalbility  of 
the  election  of  a  director  having  no  interest  in  any  member  bank.  Such  an  election 
could  not  occur  except  in  class  A.  While  nominees  for  class  A  shall  be  ''chosen  by 
and  be  representative  of  the  stockholding  banks, "  they  might  not  necessarily  be  bank 
.officers,  directors,  or  stockholders.  In  cases  where  such  nominees  have  active  bank 
connections  it  is  suggested  that  they  be  made  ineligible  except  where  such  connections 
are  with  stockholding  banks.  Such  restrictions  of  nominations  in  class  A,  and  a 
simplification  of  the  process  of  election  will  undoubtedly  contribute  to  a  greats  in- 
terest by  banks  eligible  to  vote,  in  the  elections  which  will  occur  from  year  to  year. 
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L. — RediteoanU;  bitU  bought,  Vnittd  StaUa  bond*  and  invettmmli  of  the  Ptderal 
ReMTVt  Bank  of  Minntapolu,  6y  IS-dag  periodi  linee  organaatwn. 
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ABI.R  B. — Rtditcowttt  and  friUi  poyoMt,  iftounng  (6c  depotiU  and  Ml{(  ,  „ 
member  bank*  in  the  ninth  district,  and  IA«tr  rediteountt  ioith  the  Federal  Reicne 
astffthe  dam  oj  Qie  conptrotter't  eaU  oj  ttaveniher  10,  ISIS. 


tediscoimts  and  bills  parable 

lediscounti  with  Federal  Reaerve  Bank. . 


>epoMtB 313,448,840.00 

lediAcounts  and  billa  pavable 2, 424, 103. 02 

.lediKOunta  with  Federal  Reeerve  Bank 866, 829. 54 


>ep«dts 

ilediacoimta  and  billa  pavable 

[lediKOimta  with  FedenJ  Reserve  Bank. . 


46,026,062.00 
278, 17&  00 
102,224.68 


NOBTR   DAKOTA. 


DeppsitB 49,926,472  00 

RediBcounta  and  billfl  parable 589, 721. 91 

KediBcountfl  with  Fedend  Reeerve  Bank 124, 156.  61 


SOITTH  DAKOTA. 


Depoedta. 47,669,498,00 

R«di0counta  and  bills  payable 380, 390.  04 

RediKoonti  with  Federal  Reeerve  Bank 284,003.61 


WUCOKBDT. 


Uepond 

RediKOfints  and  billa  payable , 

KediBC«unta  with  Federal  Reserve  Bad 
Total  deposite  of  member  banks tA 


.    67,237,765.00 

573, 502. 80 

173, 626.  63 

550,328,615.00 

4,367,232  64 

1,566,124.58 
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Table  G. — RediBoounts  by  Stales,  thowwg,  hy  8taiie$,  the  amount  of  diseounied  paper 
held  hy  the  Federal  Reserve  Bimk  of  Mmneapolit,  the  number  of  member  bania,  and 
the  member  banks  rediscounting  Dee.  SI,  1915. 


State. 


Amount  of 
redisooimts. 


Nnoiberof 
mombw 


NmnXwrof 


MizmMota 

North  Dakota. 
Sooth  Dakota. 

WiManiin 

Montana 

VtehlgMB 


1674,270.31 
08,380.65 
380,802.36 
70,116.73 
48,232.14 
37,004.73 


279 

1S2 

119 

88 

66 

81 


» 

23 
9 
8 
3 


Total. 


■| 


1,244,616.71 


735 


113 


Total  number  of  pfeoea,  4/X»4. 

9 

Tabijb  D. — Statistics  of  rediscounts  handled  by  Federal  Reserve  Bank  of  llmneapoUs 

from  Nov.  16, 1914,  to  Nov.  15, 1915. 


Kfinf^iMWtff 

North 
Da- 
kota. 

South 
Da- 
kota. 

Wiseoosin. 

Mon- 
tana. 

Hlchl- 

Total 
sndaT- 

Number  member  banks. . .. 
Number  member  banks  ao- 

370 
78 

293 

1,511 

1,638 
83,346,386 

153 

89 

188 
837 

1,100 
8861,614 

119 

82 

116 
654 

1,212 
8608,860 

88 

30 

138 
873 

1,630 
81,838,480 

66 

28 

72 
281 

1,630 
8436,087 

81 

6 

19 
59 

3,234 
8134,818 

735 
1917 

Nomber  applications  made 
for  redtscoant , , 

775 

Number  pieces  passed  upon. 
Average  amount  of  each 
piece 

4,064 

1,485 
5,7in»889 

Average  amount  of  each  piece  discounted,  81,435;  smallest  item,  826.27;  largest  item,  8100,0001 

Table  £. — Discount  tales,  showing  the  course  of  the  rates  of  the  Federal  Reserve  Bank  t^ 

Minneapolis  and  dates  on  wmeh  changes  were  made. 


Nov.16 

Dec  7, 1914. 
Deo.  24, 1914 

Jan.  9 

Feb.2 

Feb.  19 

llar.3 

]£ay22 

Sept.  16 

Sept.  27 


30  days. 


PereetU. 
6 
5i 
5 


? 

4 
4 

4 
4 


60  days. 


Per  cent. 

? 
? 

5 


? 

4 
4 


00  days. 


6  months. 


PereeiU. 

? 

6 
6 


6 
5 


Oommod* 
llty 


PereetU. 

? 

6 
6 


? 

5 
5 
5 


PeretM. 


Table  F.^—Eaminjgs  and  current  expenses,  showina  the  earnings  of  the  Federal  Reserve 
Bank  of  Minneapolis  and  current  expenses,  oy  periods,  since  organization. 

NOV.  16,  1014,  TO  JAN.  1,  1015. 

EajmlnffB  from — 

Bills  discounted,  member  banks fl,  8S2. 47 

Bills  purchased  (acceptances) 0 

Investments: 

United  States  bonds 0 

Warrants 0 

Sundry  profits 0 

■  ■  '^—^^■^^^ 

Total  earnings 1 ,  322. 47 

Current  expenses 11, 647. 24 
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JU>.  1  TO  lULT  1,  lau. 

landngs  &tan— 

BiUs  discounted,  member  bank* flO,  780. 6tt 

Billa  purchued  (Kceptuwee) 2,030. 17 

nvestmenb: 

United  SUtes  bonda 7,480.M 

WMianlB 10, 943. 26 

undnrpnAlB 76.48 

Tot*l  earaiaea 31,010.12 

hinent  expenses 30,162.17 

nn.r  i  to  dbc.  a,  ins. 

lamingB  irom— 

Bills  discounted,  member  btuiks 39, 706. 10 

Bills  purcfassed  (ftcceptuices) ~ 3, 217. 73 

nvestmenta: 

TTnitodStJitM  bonds 11,312.09 

"Wamnts 10,287.66 

lUMliy  pn^ts 4, 073. 11 

Total  eemings 68, 699. 19 

huz«nt  expenses 41,216.29 

'otalesraingBrinceNov.  18,  1914 100,93L78 

'otal  cunent  expenses 92, 014. 70 

Balance 8,017.08 

;^BB  commisnons  to  otbei  Federal  Beeerve  Banks 819. 48 

Balance 8,097.60 

Note.— Much  more  hvcnble  eaminga  of  the  last  half  of  1916  should  be  noted. 


7abim  Q.—Chtek  litarmg,  s 
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AVERAGE  AMOUNT  OV  DAILY  ITEUB. 
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Tablk  H. — Colt  qf  Federal  Raerve  nout  printed  for  Federal  Raent  Bmkf' 
apoliifrom  Nov.  1,  1914,  to  Jfov.  1,  191S. 

AMOUm  OKDBBXD. 

» lU. 


tlOO 

Total 

NUVBXB  OP  MOTB8. 


$100 : 

Total If.' 

NUUBRB  or  aHBVTB  (ropx  kotbb  to  the  bbbkt). 

*5b -' 

»iob a- 

J208 

f503 

llOOe i 

Total K 

TOTAL  COST  OP  KOTBS  (UNDBUYBBED). 

Cost  of  paper,  978,000  aheelfl,  at  »4.67  per  M %i.'< 

Cost  ol  printing  976,000  sheets,  at  130.034  per  M ». 

32  face  plates ;.-- 

Total 3i;,''- 

(Cost  of  face  plates  includes  back  plates,  dies,  {oils,  and  allowance  for  reptin 

Table  $howing  maximttm  notet  the  platei  mil  priiu  and  ovr  eredit/or  umaedpx^- 


COST  PER  1,000  NOTES  (ni 

Plat«a ?  f 

Paper l  \ 

Fnnting ) 

Total '  1 
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Cott  per  flfOOO  (delivered)  ha9&i  on  present  rates. 


158. 

SIOb. 

t2ns. 

$50b. 

1100b. 

ties 

10.0671 

.2334 

.    1.5017 

10.0835 
.1167 
.7506 

to.  0167 
.0684 
.3754 

tO.0067 
.0233 
.1502 

to.  0088 

p«r. 

.0117 

f  Zjm --"--■■ • 

intlnff 

.0751 

*■"■&""  •-■•-• • 

Undelivered 

1.8022 
.06 
.12 

.9010 
.0060 
.12 

.4505 
.0480 

f      .12 

.1802 
.0102 
.12 

.0901 

staee 

.0096 

tllTAinCe.... ,     r. -    

.12 

Delivered '. 

1.0722 

1.1171 

.6185 

.3194 

.2197 

Table  I. — Record  of  Federal  Reserve  notes,  Dee.  SI,  1915. 


Denomination. 


D 

0 

0 

00 

Total 


Total 

?rinted  for 
his  bank. 


614,000,000 
8,160,000 
5,040,000 
800,000 
2.000,000 


30,000,000 


Received 

from  CO mp- 

troller. 


67,640,000 

6,480,000 

4,080,000 

400,000 

400,000 


19,000,000 


Issued  to 


65,662,000 

4.960,000 

3,120,000 

110,000 

150,000 


14,002,000 


In  agent's 
himds. 


61,980,000 

1,520,000 

960,000 

290,000 

250,000 


5,000,000 


Balance 

with  oom|h 

troUer. 


66,360,000 

1,680,000 

960,000 

400,000 

1,600,000 


11,000,000 


federal  Reserve  notes  in  agenVs  hands,  also  gold  deposited  to  retire  notes  issued  to  the  hank 

held  in  the  following  compartments. 


FEDERAL  RESERVE  NOTES  HELD. 


Compartment. 

65 

610 

620 

650 

6100 

Fo.l 

6720,000 

6400,000 

ro.2 

6260,000 
360,000 

ro.3 

ro.5 

6290,000 

6250,000 

ro.6 

720,000 
640,000 

I0.7 

Jo.8 

800,000 

560,000 

Total 

1,960,000 

1,520,000 

960,000 

290,000 

250,000 

GOLD  HELD. 


Compartment. 


No.4.. 
No.5.. 
No.9., 
No.  10. 
No.  11. 


Total. 


Bearer  cer- 
tificates. 


6900,000 
960,000 


Order  cer- 
tificates. 


65,630,000 


CYeditin 
gold  fund. 


64,000,000 


1,800,000 


5,630,000 


4,000,000 


Gold 
coin. 


61,000,000 

1,000,000 

510,000 


2,510,000 


Total. 


6900,000 

10,590,000 

1,000,000 

1,000,000 

510,000 


14,000,000 


Total  Federal  Reserve  notes  held  bv  Federal  Reserve  Agent 65,000,000 

Total  gold  coin  and  certificates  hda 10, 000, 000 

Total  credit  in  gold  fund 4,000,000 


Total  funds  of  Federal  Reserve  Agent . 
20067*»— 16 22 


19,000,000 
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Table  J.—DiatnbtUum  of  maturities  of  paper  and  short-Urm  inveaimerUs  held  by  Federal 
Reserve  Bank  of  Minneapolis^  at  close  of  business  Dec,  SO,  1915. 


Within  10 
days. 

After  10 

but  within 

30  days. 

After  30 

but  within 

60  days. 

After  60 

but  withfai 

90  days. 

Aftw90 
days. 

TotaL 

Bills  discounted  members 

BiUs  bou^t  in  open  market. . 

t217,331.11 
14,164.68 

$163,026.63 
160,106.77 

1196,356.42 
172,379.68 

$211,673.68 
131,166.27 

$510,199.66 

fl;390,«5.50 
477,806.40 

Total  bills 

231,485.79 

324,082.40 

368,735.10 

342,838.95 

610,199.66 

1,777.291.90 

Siort-tenn  investments,  ex- 
clusive  of   United    States 

10,096.83 

164,958.72 

625,063.72 

60,375.00 

860,613.28 

Bt-Law8  or  THE  Federal  Reserve  Bank  of  Minneapolib. 

Article  1. — Directors, 

Section  1.  Qtuyrum. — ^A  majority  of  the  dtrectora  shall  constitute  a  quonim  for 
the  transaction  of  business,  but  leas  than  a  quorum  may  adjourn  from  time  to  time 
until  a  quorum  is  in  attendance. 

Sec.  2.  Vacancies. — ^As  soon  as  practicable  after  the  occurrence  of  any  vacancy  in 
the  membership  of  the  board  the  cnairman  of  the  board  shall  take  such  steps  as  may  be 
necessary  to  cause  such  vacancy  to  be  filled  in  the  manner  provided  by  law. 

Sec.  3.  Meetings. — ^There  shall  be  a  regular  meeting  of  the  board  the  first  Monday 
of  every  month  at  11  o'clock  a.  m.  or,  if  that  day  be  a  holiday^  on  the  first  succeeding 
full  business  day.  The  chairman  of  the  board  may  call  a  special  meeting  at  any  time, 
and  shall  do  so  upon  the  written  request  of  any  three  directors  or  of  the  govemofr. 
Notice  of  re^lar  and  special  meetings  may  be  given  by  mail  or  by  tel^raph.  li 
given  by  mail,  such  notice  shall  be  mailed  at  least  five  days  before  the  date  of  the 
meeting.  If  given  by  telegraph,  euch  notice  shall  be  dispatched  at  least  two  days 
before  tne  date  of  the  meeting.  Notice  of  any  meeting  may  be  dispensed  with  if  each 
of  the  directors  shall  in  writing  waive  such  notice. 

Sec.  4.  Powers. — ^The  business  of  this  bank  shall  be  conducted  under  the  super- 
vision and  control  of  its  board  of  directors,  subject  to  its  supervision  vested  by  law 
in  the  Federal  Reserve  Board.  The  board  of  directors  shall  appoint  the  officers 
and  fix  their  compensation. 

The  board  may  appoint  legal  counsel  for  the  bank,  define  his  duties,  and  fix  his 
compensation. 

Sec.  5.  Special  committees. — Special  business  of  the  bank  may  be  referred  from 
time  to  time  to  special  committees,  which  shall  exercise  such  powers  as  the  board 
mav  delegate  to  them. 

Sec.  6.  Order  of  business. — ^The  board  may  from  time  to  time  make  such  regulations 
as  to  order  of  business  as  may  seem  to  it  desirable. 

Article  2. — ExectUive  committee. 

Section  1.  How  conMxtuted. — ^There  shall  be  an  executive  committee  consisting  of 
the  governor,  the  Federal  Reserve  Agent,  and  one  or  more  directors  chosen  from  claases 
A  or  B;  the  member  or  members  of  the  committee  chosen  by  the  board  shall  serve 
during  the  pleasure  of  the  board  or  for  terms  fixed  by  it.  Not  less  than  three  membeiB 
of  the  committee  shall  constitute  a  quorum  for  the  transaction  of  business;  an  action 
by  the  committee  shall  be  upon  the  vote  of  a  majority  of  those  present  at  any  meeting 
of  the  committee. 

The  committee  shall  have  power  to  fix  the  time  and*  place  of  holding  regular  or 
special  meetings  and  the  meuiod  of  giving  notice  thereof. 

Minutes  of  aU  meetiufs  of  the  executive  committee  shall  be  kept  by  its  secretary, 
and  such  minutes  shall  oe  read  to  the  members  of  the  board  of  directors  at  its  next 
succeeding  meeting. 

Sec.  2.  Po«?«r«.---Subject  to  the  supervision  and  control  of  the  board  of  directors, 
as  set  forth  in  article  1,  section  4,  the  executive  committee  shall  have  the  following 
powers: 

fa)  To  pass  upon  all  commercial  paper  submitted  for  discoimt. 

6)  To  initiate  and  conduct  open-market  transactions. 

[cS  To  fix  the  discount  rate  from  time  to  time  with  the  approval  of  a  majority  of 
the  Doard  of  directors. 
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[d)  To  buy  and  sell  Becuiities. 

\e)  To  apply  for  and  provide  for  the  security  of  such  Federal  Reserve  notes  as  may, 

the  judfipnent  of  the  committee  or  of  the  board,  be  necessary  for  the  general  require- 

ante  of  the  bank. 

[f)  To  employ  or  to  delegate  to  officers  of  the  bank  authority  to  employ  clerks  and 

lier  suborunatee  and  to  define  their  duties  and  to  fix  their  compensations. 

{g)  To  approve  bonds  furnished  by  the  officers  and  employees  of  the  bank  and  to 

ovide  for  their  custodv. 

{h)  In  general,  to  conduct  the  business  of  the  bank,  subject  to  the  supervision  and 

ntrol  of  the  board  of  directors. 

Abticlb  3. — Officen, 

Section  1.  The  board  of  directors  shall  appoint  a  governor,  a  deputy  governor,  a 
cretary,  and  a  cashier,  and  shall  have  the  power  to  appoint  sudi  other  officers  as  the 
•ard  mav  from  time  to  time  determine  to  oe  necessary  and  appropriate  for  the  con- 
ict  of  tne  business  of  the  bank.  The  offices  of  deputy  governor^  secretary,  and 
shier,  or  any  two  of  them,  may  be  held  by  one  person,  in  the  discretion  of  the  board, 
le  officers  cnosen  by  the  board  shall  hola  office, during  the  pleasure  of  the  board. 
Sec.  2.  FtderaL  Reserve  Agent, — ^The  Federal  Reserve  Agent,  as  chairman  of  the 
>ard,  shall  preside  at  meetings  thereof.  Copies  of  all  reports  and  statements  made 
the  Federal  Reserve  Board  shall  be  filed  with  the  Federal  Reserve  Agent. 
Sec.  3.  Deputy  Federal  Reserve  Agent. — In  the  absence  or  disability  of  the  Federal 
Qoerve  Agent  his  powers  shall  be  exercised  and  his  duties  performed  by  the  deputy 
Mleral  R^rve  Agent,  who  may  perform  such  other  services  as  shall  be  prescribed 
r  the  IxxBbid  of  directors  not  inconsistent  with  his  duties  as  provided  by  mw. 
Sec  4.  The  governor. — Subject  to  the  supervision  and  control  of  tne  board  of 
rectors,  the  governor  shall  have  general  charge  and  control  of  the  business  and  affairs 
the  bank  and  he  shall  be  the  chairman  of  the  executive  committee.  He  shall  have 
>wer  to  make  any  and  all  transfers  of  securities  or  other  property  of  the  bank  which 
ay  be  authorized  to  be  sold  or  transferred  by  the  executive  committee  or  by  the 
>iutl.  The  governor  shall  have  power  to  prescribe  the  duties  of  all  subormnate 
Boers  and  agents  of  the  bank  where  such  duties  are  not  specifically  prescribed  by 
w  or  by  the  board  of  directors  or  by  the  by-laws. 
The  governor  may  suspend  or  remove  any  employee  of  the  bank. 
Sec  5.  The  deputy  governor. — In  case  of  the  aosence  or  disability  of  the  governor 
m  powers  shall  oe  exercised  and  his  duties  discharged  by  the  deputy  governor,  and 
I  case  of  the  absence  or  disability  of  the  deputy  governor  the  board  shall  appoint 
le  of  the  other  directors  governor  pro  tempore.  The  duties  of  the  deputy  gov- 
-nor  shall  otherwise  be  such  as  may  be  prescribed  by  the  board  of  directors  or  oy  the 
>vemor.  In  case  the  board  shall  deem  that  the  business  of  the  bank  requires  the 
ppointment  of  one  or  more  assistant  deputy  governors,  it  shall  have  authority  to 
ppoint  such  assistant  deputy  governor  or  governors  and  shall  prescribe  and  define 
IS  or  their  duties. 

Sec  6.  The  secretary. — ^The  secretary  shall  have  custody  of  the  seal  of  the  bank, 
ith  power  to  affix  same  to  certificates  of  stock  of  the  bank,  and  by  authority  of  the 
oard  or  the  executive  conmiittee  to  such  other  instruments  as  may  from  time  to 
me  be  required.  The  board  of  directors  may,  in  the  absence  or  disability  of  the 
scretary,  or  upon  other  occasion  where  in  the  discretion  of  the  board  greater  conve- 
ience  can  be  attained,  appoint  a  secretary  pro  tempore  or  empK>wer  one  or  more 
fficers  to  affix  the  seal  of  the  bank  to  certificates  of  stock  or  other  instruments.  The 
?cretary  ^all  perform  such  other  duties  as  may  from  time  to  time  be  prescribed  by  the 
oard  of  directors,  the  executive  committee,  or  the  governor.  ' 
Sec  7.  The  cashier. — ^The  cashier  and  at  least  one  other  officer  designated  by  the 
oard  of  directors  shall  have  the  joint  custody  of  all  moneys,  investments,  and  securi- 
ies  of  the  bank,  subiect  to  such  rules  as  the  board  may  adopt  for  their  safety.  He 
hall  perform  such  otner  duties  as  may  be  assigned  to  him  from  time  to  time  by  the 
xecutive  committee,  the  board  of  directors,  or  the  governor. 

Abticlb  4. — Certificates  of  stock. 

Section  1.  Signature. — ^All  certificates  of  stock,  or  of  payment  ol  or  on  account  of 
tock  subscriptions,  shall  be  signed  by  the  governor  or^^MplBJnnnior  and  the 
Bcretary  or  cashier,  or  such  otner  omcers  as  may  bejfl^  "* .  and 

uch  certificates  shall  beetr  the  corpoxate  seal. 
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AsncLB  5. 

SEcnoN  1.  Burinesa  hours. — ^The  bank  shall  open  for  buaineBB  from  10 o'd**^ 
o'clock  on  each  day  except  Sundays,  or  davs  or  parts  of  days  eetabliahed  ag  hr^ . 
days,  except  that  on  Saturdays  the  bank  shall  close  at  12  o'clock  noon. 

AmncLS  6. — AmendmenU, 

These  by-laws  may  be  amended  at  any  regular  meeting  of  the  board  by  a  ie^  - 
vote  of  the  entire  l>oard:  Provided,  however.  That  a  coi>y  of  eudh  amendrnt-L*  -. 
have  been  delivered  to  each  member  at  least  10  days  prior  to  such  meetii^. 
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J.  Z.  MnxBR,  Jb.,  Chairman  and  Federal  Beeerve  Agent. 


On  telegraphic  advice  from  the  Secretary  of  the  Treasury  dated  October  26,  1914, 
.nd  under  certificate  of  authority  iieued  by  the  Comptroller  of  the  Currency  dated 
November  14,  1914,  the  Federal  Reserve  Bank  of  Euisas  City  opened  its  doors  for 
>uaines8  November  16,  1914. 

IMor  to  the  formal  opening  of  the  bank,  the  reserve  bank  oiganization  committee 
onducted  an  election  by  which  the  member  banks  selected  the  following  directora 
n  classes  A  and  B: 


CLASS  A. 


jordon  Jones,  Denver,  Colo. 
W.  J.  Bailey,  Atchison,  Kans. 
(\  'E.  Bumham,  Norfolk,  Nebr. 


CLASS'S. 


Thomas  C.  Byrne,  Omaha,  Nebr. 
M.  L.  McClure,  Kansas  City,  Mo. 
L.  A.  Wilson,  El  Reno,  Okla. 


On  October  7, 1914,  the  Federal  Reserve  Board  announced  the  appointment  of  the 
following  class  C  directors: 

J.  Z.  Miller,  jr.,  Kansas  City,  Mo.,  Federal  Reserve  Agent  and  chairman  of  the 
)>oard. 

Asa  E.  Ramsay,  Muskogee,  Okla.,  deputy  Federal  Reserve  Agent  and  vice  chairman 
of  the  board. 

B.  H.  Malone,  Denver,  Colo. 

Election  of  Bank  Officebs,  Adoftion  of  Bt-Laws,  Etc. 

Prior  to  the  formal  opening  of  the  bank  two  meetings  of  its  board  of  directors  were 
held;  the  first  on  October  16, 1914,  and  the  second  on  October  31, 1914.  At  the  meet- 
ing on  October  16,  1914,  the  salary  of  the  deputy  Federal  Reserve  Agent  and  vice 
chairman  of  the  board ,  Mr.  Asa  E .  Ramsay,  was  fixed  at  $6 ,000  per  annum .  Mr.  Charles 
M.  Sawyer,  then  bank  commissioner  of  the  State  of  Kansas,  was  unanimously 
chosen  governor  of  the  bank,  at  a  salary  of  $7,500  per  annum.  Mr.  E.  F.  Swinney, 
president  of  the  First  National  Bank  of  Kansas  City,  Mo.,  was  designated  a  member 
of  the  advisory  council. 

At  the  meeting  held  October  31,  1914,  Mr.  Jerome  Thralls,  then  manager  of  the 
Kansas  City  Clearing  House  Association,  was  elected  secretary-cashier,  at  a  salary 
of  $6,000  per  annum,  and  by-laws  were  adopted — copy  attached  and  marked  "Ex- 
hibit A." 

Banking  Quabtbrs. 

At  the  October  31  meeting  several  propositions  for  suitable  banking  quarters  were 
considered.  By  unanimous  decisbn  the  board  accepted  the  proposition  submitted 
by  the  R.  A.  Long  Investment  Co!,  involving  the  lease  of  the  entire  ground  floor 
(8,500  square  feet)  of  the  R.  A.  Long  Building,  located  at  the  northeast  comer  of 
Tenth  Street  and  Giand  Avenue,  together  with  optional  rights  on  certain  additional 
space  in  the  same  building.    The  construction  of  vaults,  alteration  on  the  interior, 
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and  equipment  of  the  bank  with  furniture,  fixtures,  and  office  devices  represent  an 
expenditure  of  approximately  $45,000. 

The  details  of  this  arrangement,  accompanied  by  diagrams,  blue  prints,  tetms, 
etc.,  have  heretofore  been  furnished  the  Federal  Beeerve  Board. 

iNTBRNAJi  Organization  and  Pebsonnbl  of  thb  Bank. 

The  operation  of  the  bank  has  developed  two  distinct  departments — ^the  bank  proper 
and  the  office  of  the  chairman  and  Federal  Reserve  Agent. 

The  governor  receives  and  presents  items  for  discount,  conducts  corregpondetice 
with  member  banks  relating  thereto,  and  is  the  joint  custodian  of  the  moneya  and 
securities  of  the  bank.  The  cashier  is  responsible  for  the  clerical  records  of  the  bank 
and  has  under  his  direct  supervision  the  transit,  clearing,  and  collection  operations; 
he  is  joint  custodian  of  the  moneys,  securities,  and  discounts;  he  is  also  secretaiy  of 
the  bank,  the  executive  committee,  and  board  of  directors. 

The  Federal  Reserve  Agent,  with  a  small  corps  of  assistants,  receives,  iasaes,  and 
redeems  Federal  Reserve  notes;  holds,  in  chests  assigned  to  him,  gold,  moneys,  and 
collaterals  for  Federal  Reserve  notes  outstanding;  maintams  all  records  relating 
thereto,  together  with  adequate  credit  files;  and  as  chairman  keeps  in  touch  with 
the  current  commercial  operations  of  the  bank  by  attending  meetings  of  the  executive 
committee  and  board  of  directors  and  by  reports  of  the  auditor  of  the  bank. 

The  employees  in  the  various  departments  are  as  follows: 

Federal  Reserve  Agent  and  credit  bureau,  3. 

Clerical  and  transit,  27. 

Messengers,  watchmen,  etc.,  7. 

The  first  pay  roll  of  the  bank,  basis  November  30, 1914,  reported  26  employees  (not 
including  executive  officers),  with  compensations  aggregating  $2,221.68  per  montiu 
The  greatest  number  of  employees  on  the  bank's  pay  roll  at  any  one  time  was  39  on 
January  12,  1915,  with  compensations  aggregating  $3,031.68  per  month.  At  the  close 
of  business  December  31, 1915,  the  bank  had  37  employees  and  a  pay  roll  aggregating 
$2,884.99  per  month. 

Appsals  frou  Decision  of  Organization  GoiocnTBE. 

Shortly  after  the  opening  of  the  Federal  Reserve  Bank  of  Kansas  City  petition 
were  filed  by  certain  banks  in  Oklahoma  for  transfer  from  district  No.  11  (Dallas)  to 
district  No.  10;  and  by  certain  banks  in  Nebraska  and  Wyoming  for  transfer  from  di»- 
trict  No.  10  to  district  No.  7  (Chicago). 

The  briefs  and  arguments  relating  to  these  petitions  were  apportioned  to  committees 
of  the  Federal  Reserve  Board,  which^  in  turn,  reported  their  findings  and  conchiflionB 
to  the  Board  itself;  and,  on  May  4,  1915,  the  Federal  Reserve  Board  passed  a  resolu- 
tion granting  the  petition  of  the  banks  in  southern  Oklahoma  and  denying  the  peti- 
tion of  the  banks  of  Wyoming  and  Nebraska. 

The  result  of  this  decision  was  the  transfer  from  district  No.  11  (Dallas)  to  district 
No.  10  of  that  portion  of  the  State  of  Oklahoma  originally  included  in  district  No.  11 
(Dallas)  with  the  exception  of  the  following  counties  in  the  southeastern  portion  of 
the  State:  Atoka,  Bryan,  Choctaw,  Coal,  Johnston,  Marshall,  McCurtain,  and  Push- 
mataha, and  added  121  banks  to  the  membership  of  the  Federal  Reserve  Bank  of 
Kansas  City. 

Fbequenct  of  Board  and  Exbcutivb  Meetinos. 

The  by-laws  provide  that  the  board  of  directors  shall  meet  on  the  second  and  four& 
Thursdays  of  each  month.  These  meetings  have  been  a  heavy  ex])ense  to  the  bank, 
the  cost,  by  way  of  directors'  fees,  per  diem,  and  expense  of  travel  and  subsistence, 
being  about  |400  for  each  one-day  meeting,  or  a  total  tN>m  the  beginning  of  $10,724.98* 
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Since  the  fonnative  period  of  the  bank  has  paaeed,  and  in  -view  of  the  expense 
incident  to  board  meetings,  the  chairman  has  suggested  that  only  one  regular  meeting 
of  the  board  be  held  each  month,  especially  since  the  law  provides  that  the  chairman 
may  call  a  special  meeting  at  any  time  on  his  own  motion  and  i?  obliged  to  do  so  at 
the  request  of  the  governor  or  any  three  directors. 

With  the  exception  of  one  or  two  meetings,  all  members  of  the  board  have  been 
present.  At  each  meeting,  in  addition  to  the  approval  of  the  action  of  the  executive 
committee,  all  discounts,  bond  purchases,  and  investments  made  by  the  bank  since 
the  last  meeting  are  reviewed.  A  list  of  member  banks  rediscoimting  with  the 
Federal  Reserve  Bank  is  presented,  showing  the  total  liability  of  each  member  to  the 
Federal  Reserve  Bank,  so  that  the  directors,  individually  and  collectively,  are  at  all 
times  fully  informed  on  discount  relations  with  member  banks.  As  the  residences  of 
the  directors  of  this  bank  are  widely  scattered  throughout  the  district,  the  board  has 
been  able  to  keep  in  very  close  and  intimate  touch  with  conditions  prevailing  in  all 
parts  of  the  district. 

The  executive  committee,  consisting  of  the  governor,  the  chairman  of  the  board, 
and  one  other  director,  meets  every  day  at  11  o'clock  to  pass  upon  rediscounts  and 
perform  other  duties  and  exercise  other  powers  as  set  forth  in  the  by-laws. 

Particular  Characteristics  of  the  Bank. 

Probably  the  most  striking  characteristic  of  the  Federal  Reserve  Bank  of  Kansas 
City  is  the  variety  of  interests  it  is  called  upon  to  serve.  The  area  of  district  No.  10 
is  approximately  470,000  square  miles,  within  which  is  the  geographical  center  of  the 
continental  United  States. 

When  it  is  considered  that  practically  every  cereal,  such  as  com,  wheat,  oats,  etc.; 
every  staple  commodity,  such  as  cotton,  tobacco,  and  sugar;  all  forage  crops,  including 
Kafir  com,  hay,  and  alfalfa;  practically  every  mineral  mined  in  this  country,  includ- 
ing radium,  gold,  silver,  copper,  lead,  zinc,  iron,  coal,  salt,  asbestos,  gypsum,  oil,  and 
gas — that  all  these  are  produced  in  immense  quantities;  that^t  is  the  very  heart  of 
the  live-stock  industry;  that  enormous  manufacturing  plants,  producing  a  vast  variety 
of  finished  products,  are  in  operation;  that  in  the  Kansas  City  territory  alone  over 
10,000,000  barrels  of  cement  are  produced  annually;  that  Kansas  City  is  the  largest 
winter-wheat  market  and  yellow-pine  distributing  point  in  the  world,  and  ranks  first 
of  all  cities  in  the  country  in  the  distribution  of  farming  implements  and  second  in 
the  assembling  and  distribution  of  automobiles;  and  that  the  district  is  traversed  by 
nearly  50  separate  and  distinct  lines  of  railroad,  including  20  trunk  lines,  the  diver- 
sified interests  this  bank  is  called  upon  to  serve  can  be  partially  realized. 

There  is  probably  no  other  territory,  equal  in  size,  which  compares  with  district 
No.  10  in  the  diversity  of  agricultural,  industrial,  and  commercial  activity. 

The  bank  has  a  membership  of  949,  including  3  State  institutions,  clasBified  on 
basis  of  total  resources  November  10,  1915,  as  follows: 

Number  of  banks  under  $100,000 29 

1100,000  to  1200,000 223 

$200,000  to  1300,000 190 

$300,000  to  $500,000 216 

$500,000  to  $2,500,000 244 

$2,500,000  to  $20,000,000 44 

Over  $20,000,000 3 

Exhibit  B  attached  hereto  is  a  partial  abstract  of  condition  of  member  banks  of  this 
district  on  November  10, 1915. 
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Policies  of  thb  Bank  in  Rboabd  to  Batss  of  Discottnt,  eic. 

(a)  Rates  of  discount. — ^It  has  been  the  policy  of  the  Federal  Reserve  Bank  d  lir.  \ 
City  to  promulgate  rates  of  discount  'which  would  have  a  tendency  to  low»  lodr^ 
ize  rates  of  interest  and  prove  attractive  to  member  banks.    While  the  bank  br  *. 
become  a  competitor  of  banks  in  reserve  cities,  at  the  same  time  it  was  felttk'. 
Federal  Reserve  Bank  should  be  self-sustaining  during  normal  as  weU  u  ibc^^ 
times.    It  has  been  necessary,  therefore,  that  rates  of  diacoiint  be  made  attnrtrr . ' 
give  employment  to  at  least  a  portion  of  its  f imds .  , 

At  the  beginning  the  rate  of  discount  proposed  by  the  board  of  directoiB  wa^ : 
cent  on  all  maturities,  but,  on  November  14, 1914,  the  Federal  Reserve  Board  apf.^ 
a  rate  of  6  per  cent  on  all  maturities.    This  rate  gradually  declined  until  Augosi  i  i 
since  when  a  4  per  cent  rate  on  maturities  of  90  days  or  leas  and  a  5  per  centm- 
maturities  over  90  days  and  under  6  months  have  prevailed.     Recently  Uie  F^^^ 
Reserve  Board  has  approved  rates  of  3}  per  cent  for  paper  maturing  within  10  d: 
3)  per  cent  on  trade  acceptances,  and  3  per  cent  on  commodity  paper. 

(&)  Rediscounting. — The  executive  committee  has  adhered  to  the  defimticL' 
eligible  paper  laid  down  by  the  Federal  Reserve  Board .    In  a  few  instances  it  he  l>r 
necessary  to  return  offerings  for  the  reason  that  they  were  improperly  indos*. 
wholly  ineligible .    But  from  the  outset,  even  up  to  this  time,  the  executive  cijam" 
has  encouraged  member  banks  to  familiarize  themselves  with  rediscount  trans^t.^ 
with  the  Federal  Reserve  Bank  and  has  overlooked  trifling  particulais  and  i;:-: 
portant  shortcomings  in  the  preparation  and  presentation  of  paper. 

Attached  hereto  is  Exhibit  G,  showing  the  discount  operations  for  the  caks^- 
year  1915  as  well  as  for  the  entire  period  from  November,  1914. 

(c)  Issue  of  Federal  Reserve  notes. — To  meet  the  commercial  and  industrial  deo.: 
and  to  facilitate  the  movement  of  crops,  it  is  the  policy  of  this  bank  to  sapps 
members  with  Federal  Reserve  notes  as  counter  currency.  This  bank  has  \ae:  • 
and  now  has  outstanding,  nearly  $10,000,000  of  such  notes,  about  $2,000,000  of  t:^ 
is  secured  by  commercial  paper  and  $8,000,000  by  gold  deposits  with  the  F^^ 
Reserve  Agent. 

(d)  Open-market  operations. — ^The  open-market  transactions  of  the  Federal  Re»' 
Bank  of  Kansas  City  have  been  confined  to  warrants  and  acceptances  purcbfc^ 
through  other  Federal  Reserve  Banks,  there  being  little  opportunity  in  the  di^ 
for  transactions  of  this  nature. 

{e)  Clearing  system. — ^December  1, 1914,  this  bank  began  a  system  of  clearings  l>3r 
on  the  immediate  credit  and  debit  of  all  checks  and  drafts  received  from  mm^' 
banks,  drawn  on  member  banks  in  the  district  and  on  other  Federal  Reserve  Bini^ 
Later,  this  was  extended  to  include  checks  and  drafts  on  clearing-house  hssk  - 
certain  Federal  Reserve  Bank  cities. 

Attached  hereto  is  Exhibit  D,  a  statement  of  the  transactions  under  this  s\-^^ 
showing  2,059,619  items  handled,  aggregating  $748,833,696.29. 

In  handling  this  volume  of  clearings  with  the  small  proportion  of  reserves  paid:^ 
quite  naturally  during  the  first  few  months  an  occasional  debit  balance  or  ovenia 
against  member  banks  appeared.  Our  method  of  clearing  was  an  innovfttioa,  so^ ' 
few  members  questioned  the  legal  warrant  of  this  baixk  to  make  an  immediate  J^*^*^ 
to  their  accounts  for  items  sent  them,  although,  at  the  same  time,  most  of  these  istx.- 
bers  were  sending  to  this  bank  for  immediate  credit,  items  drawn  on  points  th/ic^ 
out  the  district— generally  such  items  as  would  otherwise  have  cost  them  ev^ 
to  collect.  At  one  time  these  overdrafts  assumed  rather  large  proportions  and  bec^' 
a  vexatious  question.  Finally,  all  member  banks  were  notified  that  only  such  chti I 
as  could  be  charged  to  their  account  without  creating  an  overdraft  would  be  b>&^^ 
all  checks  in  excess  of  their  balances  to  be  returned  to  the  sending  baak.   Titf  ^ 
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oven  a  satisfactory  solution  of  the  problem  and  has  not  appreciably  diminished  the 
»liime  of  clearings. 

The  clearing-house  function  contemplated  by  the  Federal  Reserve  Act  is  a  service 
cond  in  importance  only  to  providing  an  elastic  currency  and  facilities  for  redis- 
>unting  commercial  paper.  The  Federal  Reserve  Bank  of  Kansas  City  is  handling 
e  clearings  in  a  practical  and  economical  manner. 

The  full  reserves  to  be  deposited  with  this  bank  will  aggregate  about  $27,000,000; 
ic  capital  now  paid  in  is  about  $3,000,000,  making  a  total  of  $30,000,000.  Setting 
ide  $9,500,000  for  reserves  on  deposits,  and  assuming  that  this  bank  absorbed  the 
itire  'Afloat"  of  the  districtr— say,  $6,500,000— it  would  stiU  have  a  note-issuing  power 
$35,000,000,  which  is  probably  three  times  as  much  as  all  the  banks  of  this  district 
ive  ever  received  from  their  correspondents  in  times  of  distress.  Government  depos- 
s,  if  any,  would  increase  the  note-issuing  power  proportionately. 
Until  the  Federal  Reserve  Board  has  prescribed  a  system  of  clearings  which  will 
3ply  with  equal  force  and  uniformity  to  all  districts,  this  important  function  of  the 
ederal  Reserve  Act  can  not  reach  the  full  measure  of  its  usefulness.  If  the  uniform 
rstem  finally  adopted  by  the  Board  goes  further  and  brings  about  an  arrangement 
hereby  Federal  Reserve  Banks  may  clear  checks  drawn  on  nonmember  banks,  it 
ill  greatly  enlarge  the  benefits  to  be  derived  from  this  provision  of  the  law  by  the 
)nimercial  and  industrial  interests  of  the  country,  and,  incidentally,  would  relieve 
iQ. large  city  banks  of  the  elaborate  ''transit"  departments  with  which  they  are  now 
urdened. 

Division  of  Wobk  Between  Govbrnor  and  Chairman. 

Oovemar. — ^The  duties  of  governor  are  enumerated  and  defined  in  the  by-laws  of 
le  bank.  He  presides  at  meetings  of  the  executive  committee  and  controls  the 
itcmal  operation  of  the  bank.  Junior  officers  in  charge  of  the  respective  depart- 
lents  receive  their  authority  and  instructions  from  the  governor. 

Chairman  and  Federal  Reserve  Agent. — ^The  chairman  presides  at  directors'  meetings, 
arves  as  a  member  of  the  executive  committee,  and  is  always  available  in  an  advisory 
apacity. 

As  agent  he  issues  and  redeems  Federal  Reserve  notes;  keeps  the  Federal  Reserve 
loaxd  advised  on  the  affairs  and  condition  of  the  bank;  prepares  and  transmits  the 
laDy,  weekly,  monthly,  and  annual  reports;  and  transmits  to  the  governor  of  the 
>ank  memoranda  of  communications  from  the  Federal  Reserve  Board,  taking  re- 
'eipted  copies  thereof,  which  serves  to  keep  necessary  records  and  charges  each 
official  with  the  responsibilities  resting  upon  him. 

Discussion  of  Office  and  Duties  of  Deputt  Federal  Reserve  Agent. 

At  the  first  meeting  of  the  board  of  directors  the  salary  of  the  Deputy  Federal 
Eleserve  Agent  and  vice  chairman  of  the  board  was  fixed  at  $6,000  per  annum.  Other 
:han  from  the  text  of  the  law  and  the  quahfications  enumerated  at  that  time  the 
board  had  no  definite  conception  of  what  duties  the  Act  contemplated  that  official  to 
perform.  It  was  assumed  that  the  full  time  and  activity  of  a  man  of  tested  banking 
9xperience  was  required. 

It  has  been  demonstrated,  however,  that  the  full  time  of  this  official,  unless  the 
Emotivities  of  the  bank  are  greatly  enlarged,  is  not  required.  Without  doubt  at  some 
time  in  the  future  when  the  scope  of  the  activities  of  the  Federal  Reserve  Bank  has 
been  made  to  include  functions  which  are  not  now  exercised  the  full  time  of  such 
official  will  be  almost  indispensable.  It  is  contemplated  that  in  the  course  of  time 
the  credit  files  of  the  Federal  ReiflP^  l^talr-nyi  not  be  confined  merely  to  financial 
statements  of  member  ban?  Af* ^  is  presented  by  member 
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banks  for  discount,  but  will  include  general  credit  and  financial  information  of  tbe 
entire  district,  which  wiU  be  available  for  the  use  of  the  public  as  well  as  member 
banks.  In  this  event  the  position  of  Deputy  Federal  Reserve  Agent  in  charge  of  the 
credit  bureau  and  as  active  assistant  to  the  chairman  would  be  necanary  and  should 
be  filled  by  a  thoroughly  competent  individual. 

The  Deputy  Federal  Reserve  Agent  and  vice  chairman  of  the  board  of  this  bank 
resigned  his  ofiice,  effective  October  1, 1916,  to  accept  an  executive  position  with  one 
of  the  large  financial  institutions  of  Kansas  City. 

ATTTruDB  OP  Federal  Rbsebve  Bank  Toward  Mbkber  and  Other  Bakxs  nr 

District. 

One  of  the  specific  purposes  of  the  Federal  Reserve  Act,  as  enumerated  in  the  title 
thereof,  is  to  improve  banking  conditions  in  the  United  States,  and  the  Federal  Reserve 
Bank  of  Kansas  City  has  made  an  earnest  e£Fort  to  carry  out  this  specific  purpose  of 
the  Act. 

Members  have  been  advised,  voluntarily  and  by  request,  of  what  were  conndcred 
subjects  of  both  praise  and  criticism;  have  been  solicited  to  visit  the  bank  when  m 
the  city  and  correspond  upon  any  points  upon  which  they  desired  information;  have 
been  advised,  when  occasion  required,  upon  the  internal  affairs  of  their  banks;  and 
their  attention  has  been  directed  to  the  elimination  of  undesirable  features;  in  bid 
a  genuine  and  impartial  interest  has  been  taken  in  the  afifairs  of  each  member. 

In  addition  to  this,  the  officers  and  directors  of  the  bank  have  taken  every  proper 
occasion  to  go  out  into  the  district  and  discuss  at  group  meetings  and  with  individual 
bankers  the  operation  of  the  Federal  Reserve  Bank,  and  there  is  hardly  a  city  of  any 
importance  in  the  district  which  has  not  been  visited. 

ATTrruDE  OF  Member  Banks  Toward  Federal  Reserve  Bakk. 

(a)  Country  membera, — ^With  few  exceptions,  the  Federal  Reserve  Bank  of  Kanau 
City  has  been  accorded  the  most  hearty  cooperation  on  the  part  of  these  m^nben. 
On  account  of  the  Federal  Reserve  Act  bringing  about  innovations  in  former  methods 
and  practices  of  member  banks,  there  has  been  some  criticism  and,  in  a  few  instances, 
the  bank  has  met  with  what  seemed  to  be  a  determined  opposition;  but,  as  time  has 
proven  the  efficacy  of  the  system  and  has  demonstrated  the  benefits  to  be  derived 
therefrom,  this  criticism  has  practically  ceased,  and  most,  if  not  all,  opposition  has 
disappeared. 

(h)  Reserve  city  membera, — Cooperation  from  these  has  not  been  quite  so  cordiaL 
While  a  large  majority  of  the  officers  of  the  reserve  city  banks  expressed  their  approval 
of  the  Act,  and  its  administration  by  the  Federal  Reserve  Board,  as  well  as  the  opera- 
tion of  the  Kansas  City  bank,  some  are  indifferent  and  a  few  are  hostile,  and  their 
views  are  to  some  extent  adopted  by  the  country  bankers,  thereby  in  a  measure  hin- 
dering cooperation  on  their  part.  Most  of  the  opponents  adhere  to  the  centzal-bank 
idea,  and  some  point  out  their  anxiety  that  the  administration  of  the  Act  may  become 
partisan  and  political. 

It  will  be  recalled  that  during  the  discussion  of  the  bill  in  Congress,  bankers,  mostly 
from  the  reserve  and  central  reserve  cities,  crossed  the  continent  to' urge  that  the  Act 
provide  for  a  dividend  rate  of  fi  per  cent  on  the  capital  paid  in.  At  the  b^;iniuiig 
many  of  the  reserve  city  bankers  expressed  the  fear  that  the  Federal  Reserve  Baoki 
would  not  earn  the  dividend.  Later  on  most  of  these  same  bankers  became  alarmed 
for  fear  the  banks  would  earn  the  dividend  and  in  doing  so  would  become  competiton 
of  the  commercial  banks,  especially  those  in  reserve  cities. 

Experience  has  demonstrated  that  to  earn  current  expenses  and  dividends  this  bank 
would  require  a  continuous  investment  of  $7,500,000  at  4  per  cent. 
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ATTTniDB  OF  State  Banks  Toward  Fbdbbal  Resbbvs  Bank. 

It  seems  that  the  State  baoka  and  trust  companies  have  not  been  sufficiently 
npreesed  with  the  benefits  of  membership  in  the  Federal  reserve  system  to  make  any 
oncerted  move  toward  joining,  and  it  is  doubtful  if  they  will  do  8o  until  ciicum- 
Ances  bring  forcibly  to  their  notice  the  decided  advantages  membership  conveys, 
specially  in  times  of  financial  uncertainty  or  distress. 

The  Federal  Reserve  Bank  of  Kansas  City  has  not  actually  solicited  membership  of 
tate  banks  and  trust  companies,  believing  that  the  interests  of  the  system  would  be 
est  served  by  permitting  it  to  thoroughly  prove  to  such  institutions  that  they  were 
eceiving  only  themselves  by  refraining  from  filing  their  applications.  When  it  is 
salized  that  concessions  have  been  made  by  the  Federal  Reserve  Board  to  State 
anks  and  trust  companies,  which,  in  some  respects,  have  given  them  a  decided 
dvantage  over  national  bank  members,  it  is  believed  that  sooner  or  later  a  majority 
f  the  better  State  institutions  will  seek  membership. 

One  of  the  largest  trust  companies  in  the  district,  as  well  as  one  State  bank  In 
Cansas  and  one  in  Nebraska,  have  joined  the  system. 

lSsistance  Federal  Reserve  Bank  Has  Been  to  the  Banking  and  Business 

Interests  of  the  Debtricf. 

Under  tiie  old  national-bank  act,  when  money  has  been  in  great  demand  or  there 
as  been  financial  disturbance,  the  greatest  anxiety  of  bankers  has  been  where  and 
ow  they  might  secure  funds  not  only  to  meet  the  demands  of  anxious  depositors,  but 
upply  llie  I  ^timate  requirements  of  their  customers.  There  was  always  an  uneasi- 
less,  and  even  a  fear,  that  their  correspondents,  being  called  upon  by  great  nimibers 
i  bankers,  Bnight  not  be  able  to  meet  all  demands;  and  this  anxiety  quite  naturally 
ommunicaUed  itself  to  the  commercial  and  industrial  interests  of  the  country. 

A  feeling  of  confidence  has  permeated  not  only  the  financial  interests  of  the  district 
mt  the  business  and  industrial  interests  as  well.  This  feeling  of  confidence  has 
ixtended  itoelf  to  State  banks  and  trust  companies,  even  though  not  members  of  the 
federal  resexve  system. 

The  abnormally  high  prices  received  for  the  abundant  crops  of  this  section  created 
musually  large  bank  deposits,  and  the  reserves  thereon  released  by  the  Federal 
Reserve  Act  have  made  money  more  plentiful  throughout  the  district. 

In  addition  to  this,  the  establishment  of  the  Federal  Reserve  Bank,  and  its  operation 
luring  the  past  year,  has  proven  a  stabilizer  of  business  and  a  leveler  and  equalizer  of 
Interest  rates.  When  this  bank  opened  November  16,  1914,  the  prevailing  rates  of 
interest  ranged  from  7  per  cent  to  8  per  cent  in  Missouri,  8  per  cent  to  10  per  cent  in 
Kansas  and  Nebraska,  8  per  cent  to  12  per  cent  in  Colorado,  and  10  per  cent  to  20  per 
:ent  in  Oklahoma,  New  Mexico,  and  Wyoming.  The  first  rate  approved  by  the 
Federal  Reserve  Board  for  this  bank  was  6  per  cent  for  all  maturities.  When  this  rate 
Hras  promulgated  the  uneasiness  which  had  prevailed  following  the  outbreak  of  the 
European  War  gradually  diminished,  and  a  more  comfortable  feeling  was  experienced 
by  practically  all  member  banks  and  by  the  public  generally.  As  a  result,  interest 
rates  gradually  declined,  and  have  continued  to  do  so  until  at  this  time  they  are  at  the 
lowest  point  in  the  history  of  banking  in  this  district. 

BUSINBBS  AND  AGRICULTURAL  CONDITIONS  DURING  THE   YeAR;    ALSO  SHOWING 

Present  Trend. 

It  is  probably  safe  to  say  that  general  business  and  agricultural  conditions  during 
the  year  IMJt^fH  jacelyi  if  ever,  been  more  favorable  in  the  territory  comprising 
the  tenth  >  ^ 
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i  Although  the  quality  of  the  yield  of  wheat  in  some  portions  of  the  district 

somewhat  disappointing,  yet  the  yield  was  so  abundant  that,  with  the  prevailing 
prices,  the  net  returns  were  above  normal. 

The  late  rains  and  mild  weather  kept  the  pastures  and  ranges  in  conditLotn  for 
grazing  until  very  late  in  the  season,  with  the  result  that  stockmen  were  relieved  of 
the  feeding  of  stock  to  a  very  great  extent,  and  much  live  btock  was  marketed  in  fat 
condition  direct  from  the  range.  The  splendid  condition  of  the  ranges  was  excep- 
tionally beneficial  to  the  sheep  industry  of  Wyoming  and  Colorado,  and  both  wool 
and  lambs  commanded  unprecedented  prices,  and  the  season  closed  with  the  flocks 
in  superb  condition. 

The  prices  of  oil  in  the  Oklahoma  and  Kansas  fields,  although  quite  low  during  the 
first  half  of  the  year,  have  rallied  to  such  extent  that  the  industry  is  enjoying  excep- 
tional prosperity.  The  high  prices  prevailing  for  lead  and  zinc  has  caused  the  greatest 
activity  in  the  history  of  those  mines. 

The  horse  and  mule  industry  has^  been  phenomenally  active,  and  probably  more 
of  those  animals  have  been  sold  at  high  prices  during  the  past  few  montiis  than  during 
any  previous  similar  period. 

The  sale  and  distribution  of  automobiles  and  fanning  implements  throughout  the 
district  has  been  remarkable;  and  Kansas  City  now  ranks  second  in  the  distributiofi 
of  the  former,  and  still  maintains  her  first  rank  in  the  distribution  of  the  latter. 

Milling  and  manufacturing  plants  throughout  the  district  are  running  full  time, 
and  have  been  doing  so  practically  throughout  the  entire  year.  Manufacturers  report 
increase  in  output  and  sales  ranging  from  6  per  cent  to  as  high  as  70  per  cent  over  the 
year  1914,  while  both  manufacturers  and  jobbers  report  splendid  collections. 

Many  manufacturers  report  that  practically  their  entire  output  for  1916  is  sold, 
and  most  of  them  advise  that  their  products  are  sold  far  ahead.  A  spirit  of  optimism 
pervades  the  entire  district  and  is  not  limited  to  any  particular  industry.  The  year 
has  been  free  of  serious  labor  disturbances,  and  labor,  both  common  and  skilled,  has 
been  very  generally  employed. 

Cbedft  Needs  of  the  District. 

On  account  of  the  diversity  of  its  agricultural,  industrial,  and  commercial  interests, 
the  credit  needs  of  district  No.  10  are  almost  continuous  and  do  not  materially  fluc- 
tuate. While  it  is  true  that  during  the  fall  of  the  year  there  is  the  laigest  movement 
of  crops,  yet  it  is  equally  true  that  the  commercial  necessities  at  other  seasons  of  the 
year  require  practically  an  equal  amount  of  loanable  fimds.  Loans  and  discounts  in 
this  district  are  probably  as  uniform  in  volume  as  in  any  other  district. 

Exchange  and  Collection  Charges  on  Checks. 

Before  the  establishment  of  the  Federal  Reserve  Bank  the  prevailing  rates  of  ex- 
change throughout  this  district  ranged  from  5  cents  per  letter  to  30  cents  per  $100. 
These  rates  of  exchange  had  maintained  for  many  years  with  only,  slight  fluctuations^ 
Since  the  Federal  Reserve  Bank  has  been  in  operation,  there  has  been  a  material 
reduction  in  the  exchange  and  collection  charges.  Many  banks  which  formeriy 
charged  10  cents  per  $100  are  now  remitting  at  par,  and  few.  If  any,  of  the  old-time 
charges  are  being  made. 

Difficulties  Encountered  in  the  Administration  of  the  Federal  Resbrts 

Act  and  the  Regulations  of  the  Board. 

The  principal  difficulty  encoimtered  in  the  administration  of  the  Act  and  the 
regulations  of  the  Board  has  been  the  apparent  unfamiliarity  of  member  banks  there- 
with. Thb  is  evidenced  by  the  fact  that  every  day  inquiries  are  received  regarding 
salient  features  of  the  Act,  which  have  been  answered  in  circular  after  circular  iaaued 
by  both  the  Board  and  this  bank.    It  is  not  uncommoni  even  at  this  late  date,  to 
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eceive  from  important  member  banks  oCFerings  of  paper  secured  by  certificates  of 
took  representing  the  capitaHzation  of  corporations  or  loans  secured  by  real  estate. 
At  a  recent  meeting  of  the  national-bank  examiners  of  this  district,  called  by  the 
*luef  national-bank  examiner,  acting  under  instructions  of  the  Comptroller  of  the 
Currency,  the  examiners  were  earnestly  urged  to  assist  in  enlightening  and  educat- 
ng  member  banks  on  this  subject  of  eligible  paper. 

Earninos  and  Expenses. 

Tbe  earnings  of  this  bank  have  not  been  quite  sufficient  to  pay  ciurent  expenses, 
il though  if  the  total  amount  charged  to  current  expenses  were  credited  with  the 
lvalue  of  the  unused  stationery  on  hand  and  the  profits  accruing  from  investments  in 
United  States  bonds  the  deficit  would  be  covered,  or  nearly  so.  There  is  attached 
[lereto  marked  ''  Exhibit  E,"  a  statement  showing  earnings  and  expenses  in  detail 
'rom  November  16, 1914,  to  the  close  of  the  calendar  year  1915. 

On  account  of  the  season  of  the  year  when  the  bank  started  the  member  banks  of  this 
listrict  had  arranged  with  their  correspondents  for  accommodations  incident  to  the 
movement  of  crops  in  the  fall  of  1914,  and  hence  had  no  occasion  to  make  offerings  of 
paper  for  discount  with  this  bank.  The  spring  of  1915  found  the  district  with  an 
excess  of  loanable  funds  in  the  vaults  of  member  banks,  and,  except  in  nominal 
imounts,  not  until  the  summer  and  fall  of  1915  was  the  bank  called  upon  to  discount 
paper. 

As  stated  in  another  portion  of  this  report,  the  construction  of  vaults,  alteration  of 
ii\terior  of  bankhig  quarters,  equipment  of  bank  with  furniture,  fixtures,  and  office 
devices  entailed  an  expenditure  at  the  outset  of  about  $45,000.  This  item  is  subject 
to  a  reduction  of  $15,000  under  the  terms  of  the  lease  of  banking  quarters;  that  is, 
during  the  fourth  and  fifth  years  there  is  to  be  refunded  to  the  bank  by  the  lessor  the 
sum  of  $7,500  per  annum  to  reimburse  the  bank  for  vault  construction. 


Exhibit  A. 

By-Laws  of  the  Federal  Reserve  Bank  of  Kansas  Cmr. 

Article  1. — Directors. 

Section  1.  Quorum. — ^A  majority  of  the  directors  shall  constitute  a  quorum  for 
the  transaction  of  business,  but  less  than  a  quorum  may  adjourn  from  time  to  time 
until  a  quorum  is  in  attendance. 

Sec.  2.  Vacancies. — ^As  soon  as  practicable  after  the  occurrence  of  any  vacancy  in 
the  membership  of  the  board  the  chairman  of  the  board  shall  take  such  steps  as^may 
be  necessary  to  cause  such  vacancy  to  be  filled  in  the  maimer  provided  by  law. 

Sec.i  3.  Meetings. — ^There  shall  be  a  r^^ular  meeting  of  the  board  every  second  and 
fourth  Thursday  of  each  month,  at  10  o'cfock  a.  m.,  or  if  that  day  be  a  holiday,  on  the 
first  preceding  full  business  day.  The  chairman  of  the  board  may  call  a  special 
meetmg  at  any  time,  and  shall  do  so  upon  the  written  request  of  any  three  directors 
or  of  the  governor.  Notice  of  regular  and  special  meetinffs  may  be  eiven  by  mail  or 
telegraph.  If  given  by  mail,  such  notice  snail  be  mailea  at  least  mree  days  before 
the  date  of  the  meetiiu;.  If  given  by  tele^ph,  such  notice  shall  be  dispatched  at 
least  two  days  before  the  date  of  the  meeUng.  Notice  of  any  meeting  may  be  dis- 
pensed with  if  each  of  the  directors  shall  in  writing  waive  such  notice. 

Sec.  4.  Powers. — ^The  business  of  this  bank  shall  be  conducted  under  the  super- 
vision and  control  of  its  board  of  directors,  subject  to  the  supervision  vested  by  law 
in  the  Federal  Reserve  Board.  The  board  of  directors  shall  appoint  the  officers  and 
fix  their  compensation. 

The  board  may  appoint  legal  counsel  for  the  bank,  define  his  duties,  and  fix  his 
compensation. 

Sec.  5.  Special  committees. — Special  buaiiiesB  oi  the  bank  may  be  referred  from 
time  to  time  to  special  committees,  whick  f'   **  '"  inch  powers  as  the  board 

may  delegate  to  tnem. 

Sec.  6.  Order  of  business. — ^TheboanUM  ^uake  such  r^ulations 

as  to  ord^r  of  business  as  may  seem  tl^ltf 
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Article  2. — Executive  committee, 

SEcnoN  1.  How  constituted. — There  shall  be  an  executive  committee  conflistiiig  ci 
the  governor,  the  Federal  Reserve  Agent,  and  one  or  more  directors  chosen  trom 
classes  A  or  B ;  the  member  or  members  of  the  committee  chosen  by  the  board  Aah 
serve  during  the  pleasure  of  the  board  or  for  terms  fixed  by  it.  Not  leas  than^tliree 
members  of  the  committee  shall  constitute  a  quorum  for  the  transaction  of  bumnesB, 
and  action  b]^  the  committee  shall  be  upon  the  vote  of  a  majority  of  those  present. 

The  committee  shall  have  power  to  nx  the  time  and  place  of  holding  regular  or 
special  meetings  and  the  method  of  giving  notice  thereof. 

Minutes  of  aQ  meetings  of  the  executive  conunittee  shall  be  kept  by  the  aecietaiy, 
and  such  minutes  or  digests  thereof  shall  be  submitted  to  the  members  of  the  board  of 
directors  at  its  next  succeeding  meeting.  Such  minutes  shall  be  read  to  the  meetiag  if 
reauired  by  any  member  of  the  board. 

Sec.  2.  Powers. — Subject  to  the  supervision  and  control  of  the  board  of  directofs, 
as  set  forth  in  article  1,  section  4,  the  executive  committee  shall  have  the  followii^ 
powers: 

^  To  pass  upon  all  commercial  paper  submitted  for  discount. 
)  To  initiate  and  conduct  open  market  transactions. 

[c)  To  recommend  to  the  bourd  of  directors  from  time  to  time  changes  in  the  dis- 
count rate. 

(d)  To  buy  and  sell  securities. 

(e^  To  a^ply  for  and  provide  for  the  seciu'ity  of  such  Federal  Reserve  notes  as  may. 
in  tne  judgment  of  the  committee  or  of  the  board,  be  necessary  for  the  general  re- 
quirements of  the  bank. 

(J)  To  employ  or  to  delegate  to  officers  of  the  bank  authority  to  employ  clerks 
and  other  suDOidinates,  and  to  define  their  duties  and  to  fix  their  compensations. 

{g)  To  approve  bonds  furnished  by  the  officers  and  employees  of  the  bank  and  to 
provide  for  tneir  custody. 

{h)  In  general,  to  conduct  the  business  of  the  bank  subject  to  the  supervision  and 
control  of  the  board  of  directors. 

Article  3. — Officers. 

Section  1.  The  board  of  directors  shall  appoint  a  goyemor,  a  deputy  governor,  a 
secretary,  and  a  cashier,  and  shall  have  power  to  appoint  such  other  dSicerB  as  the 
board  mav  from  time  to  time  determine  to  be  necessary  and  appropriate  for  the  con- 
duct of  tne  business  of  the  bank.  The  offices  of  deputy  governor,  secretary,  and 
cashier,  or  any  two  of  them,  may  be  held  by  one  person,  in  the  discretion  of  the  board. 
The  officers  chosen  by  the  board  shall  hold  office  during  the  pleasure  of  the  board. 

Sec.  2.  Federal  Reserve  Agent. — ^The  Federal  Reserve  Agent,  as  chairman  of  the 
board,  shall  preside  at  meetings  thereof.  Copies  of  all  reports  and  statements  made 
to  the  Federal  Reserve  Board  shall  be  filed  with  the  Federal  Reserve  Agent. 

Sec  3.  Deputy  Federal  Reserve  Agent. — In  the  absence  or  disability  of  the  Federal 
Reserve  Agent  ms  powers  shall  be  exercised  and  his  duties  performed  by  the  Deputy 
Federal  Reserve  Agent,  who  may  periorm  such  other  services  as  shall  be  prescnbea 
by  the  bouxi  of  directors  not  inconsistent  with  his  duties  as  provided  by  law. 

Sec.  4.  The  ^ov^ttiot.— Subject  to  the  supervision  and  control  of  the  board  of  direc- 
tors, the  governor  shall  have  general  charge  and  control  of  the  business  and  affairs  of 
the  bank,  and  he  shall  be  the  chairman  m  the  executive  committee.  He  shall  have 
power  to  make  any  and  M  transfers  of  securities  or  other  property  of  the  bank  which 
may  be  authorized  to  be  sold  or  transferred  by  the  executive  committee  or  by  ihe 
boiurd.  The  governor  shall  have  power  to  prescribe  the  duties  of  all  subordinate 
officers  and  agents  of  the  bank  where  such  duties  are  not  specifically  prescribed  by 
law  or  by  the  board  of  directors,  or  by  the  by-laws.  The  governor  may  suspend  or 
remove  any  employee  of  the  bank. 

Sec.  5.  The  depufy  governor. — In  case  of  the  absence  or  disability  of  the  governor 
his  powers  shall  oe  exercised  and  his  duties  discharged  by  the  deputy  governor,  and 
in  case  of  the  absence  or  disability  of  the  deputy  governor  the  board  shall  appoint 
one  of  the  other  directors  governor  pro  tem.  The  duties  of  the  deputy  governor  shall 
otherwise  be  such  as  may  oe  prescrioed  by  the  board  of  direct(H«  or  by  the  governor. 
In  case  the  board  shall  deem  tnat  the  business  of  the  bank  requires  the  appointment  of 
one  or  more  assistant  deputy  governors,  it  shall  have  authority  to  appoint  such  assistant 
deputy  governor  or  governors  and  shall  prescribe  and  define  his  or  their  duties. 

Sec  6.  The  secretary. — ^The  secretary  shall  keep  the  minutes  of  all  meetings  of  the 
board  and  of  all  committees  thereof.  He  shall  have  custody  of  the  seal  of  the  bank, 
with  power  to  affix  same  to  certificates  of  stock  of  the  bank,  and  by  authority  of  the 
board  or  the  executive  conunittee  to  such  other  instruments  as  may  from  time  to  time 
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^  required .  The  board  of  directors  may,  in  the  absence  or  disability  of  the  secretary, 
upon  other  occasion  where  in  the  discretion  of  the  board  greater  convenience  can 
)  attained,  appoint  a  secretary  pro  tern  or  empower  one  or  more  officers  to  affix  the 
al  of  the  bank  to  certificates  of  stock  or  other  mstruments.  The  secretary  shall  per- 
nn  sruch  other  duties  as  may  from  time  to  time  be  prescribed  by  the  board  of  direc- 
rs,  the  executive  committee,  or  the  governor. 

Sec.  7.  The  caMer. — ^The  cashier  and  at  least  one  other  officer  designated  by  the 
»ard  of  directors  shall  have  the  joint  custody  of  all  moneys,  investments,  and  other 
c^urities  of  the  bank,  subject  to  such  rules  as  the  board  may  adopt  for  their  safety, 
e  shall  perform  such  other  duties  as  may  be  assigned  to  him  from  time  to  time  by 
e  executive  committee,  the  board  of  directors,  or  by  the  governor. 

Aruclb  4. — CerHficatet  of  stock. 

Section  1.  Signature. — ^All  certificates  of  stock,  or  of  paynf^nt  of  or  on  account  of 
ook  subscriptions,  shall  be  signed  by  the  ffovemor  ana  the  secretary  or  cashier,  or 
x^h  other  officers  as  may  be  prescribed  by  the  board,  and  such  certificates  shall  bear 
.e  corporate  seal. 

Abticlb  5. 

Section  1.  Business  hours. — ^The  bank  shall  open  for  business  from  10  o'clock  to  3 
dock  on  each  day  except  Saturdays,  Sundays,  and  days  or  parts  of  days  established 

1  legal  hoUdays.    On  Saturdays  the  bank  shaU  open  for  business  from  10  o'clock  to 

2  o'clock  m. 

Abticle  ^.-^Ametidments. 

These  by-laws  may  be  amended  at  any  regular  meeting  of  the  board  by  a  majoritv 
ote  of  the  entire  board:  Provided,  however,  That  a  copy  of  such  amendment  shall 
ave  been  delivered  to  each  member  at  least  five  days  prior  to  such  meeting. 

On  January  4, 1915,  by-laws  were  amended  as  follows: 

Section  2,  of  article  2,  subdivision  (c): 

'  *  (c)  To  nx  from  time  to  time  changes  in  the  discoimt  rate  and  to  put  same  into 
pcration  on  receipt  of  approval  of  the  Federal  Reserve  Board. " 

On  August  14, 1915,  section  1,  of  article  2,  was  amended  so  as  to  read: 

'  *  How  oonstituied. — ^There  shall  be  an  executive  committee  consisting  of  the  govem- 
Lor,  the  Federal  Reserve  Agent,  and  one  director,  appointed  by  the  board.  In  the 
bsence  of  the  Federal  Reserve  Agent,  the  Deputy  Federal  Reserve  Agent  shall  act 
[1  his  place.  In  the  absence  of  the  ^vemor,  the  cashier  shall  act  in  his  place.  At 
o  meeting  of  the  executive  committee  shsdl  the  Federal  Reserve  A^nt  and  his 
eput]r  act  at  the  same  time ;  and  at  no  meeting  shall  the  governor  and  cashier  act  at  the 
ame  time.  The  member  of  the  committee  chosen  by  the  board  shall  serve  during  the 
pleasure  of  the  board  or  for  terms  fixed  by  it,  and  each  director  shall  have  the  oppor- 
unity  to  serve  his  pro  rata  of  the  time.  A  maiority  of  the  executive  committee  shall 
onstitute  a  quorum  for  the  transactio'n  of  the  ousiness,  and  action  by  the  committee 
hall  be  upon  the  vote  of  the  majority.  The  committee  shall  have  power  to  fix  the 
ime  and  place  of  the  holding  of  r^ular  and  special  meetings  and  the  method  of  nv- 
ag  notice  thereof.  Minutes  of  all  the  meetinj^  of  the  executive  committee  shall  be 
:ept  by  the  secretary,  and  such  minutes  or  digests  thereof  shall  be  submitted  to  the 
aembere  of  the  boara  of  directors  at  its  succeeding  meeting*  such  minutes  shall  be 
ead  to  the  meeting  if  requested  by  any  member  ofthe  boara. " 


ExHiBrr  B. 

Partial  abstract  of  condition  of  memJber  banks. 

Capital 168,829,800 

Surplus 32,098,800 

irndlvldad  profits 17,311,400 

Total 116,628,900 


Demand  deposits. 
Time  deposits.... 


Total 

Loans  and  disoounts 

Bonds,  secorlties,  etc 

Eligible  paper,  approximate. 
Money  borrowsa. 


519,643,300 
91,807.900 

611,541,200 
449.538,900 

20,470,000 
154,706,100 

10,078,100 
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LbbUIty  ot  dlnoton; 

DlTMt tU,SW,nB 

indirtM T.es»,tm 
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Tbree  y«ara'  dMdcDda: 
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IMS 7;mt.x* 

Wi4 8,SS7,HB 

nirea  rmn' lotsa: 

1912 3.2M,«CI 

WIS 2,TS1M 

ISU a,iaa,mt 


Exhibit  C. 
Rediianmlt  for  member  banii,  to  Dee.  SI,  1915. 


Novvntwrimd 

19U 

Total. 

5SSI 

Colondo 

.SS8 
!;5S;!!! 

^32,  MO 

10^700 

m,800 

10,876,600 

11,385,100 

inmS,e,Mliu)Us 

>h  noted  AIO- 

Open  market  tratuaeliom  from  Nov.  16,  1914,  to  Dec.  31,  191S  (won*  in  1914). 

TRANSACTIONS  IN  I91G. 

156  bODkara'  BocoptBaocs  vers  porChand,  igerggaUiiE fl,  TS7,M>.M 

PniohBBCB  of  mmots  (monldpal,  Btats,  aadoauatj'),  Bggragatsd 1,250, 167.11 

TTNITBD  STATES  BONDS  FUBCBASED. 


Curt. 

P«. 

SMroentsoflWO 

tl,llS,B31.>5 

■3.Ul,3Sa(B 

3,Il»,m.95 

'     ' 

Exhibit  D. 
Cibf  and  country  dearingi,  Dee.  1, 1914,  to  Dee.  SI,  WIS. 


City.       On  counliy. 


DfC«nb«r. . . 

jHDuary 

FebruBry. . . 


i&::. 


88S.»t.6t 

.3S7,8BaS4 

,«e,7U3a 


718,S33,a&.» 
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Oity  and  country  dtaringi,  Dte.  1, 1914,  f  Dee.  31, 1975— Continued. 


NinCBSB  OF  ITBUS. 


MoMh. 

Y»r. 

EuwaCtty. 

OaooanUy. 

Tot«L 

•combw 

ISl 

vn 

UI 
191 

iS-^ 

«t,TT3 
133,  EU 

fil,741 

li 

s 

1S7,B13 

TKIEM 

!1 
1 

i: 

1 

Me 

043 
40£ 

03T 
UO 

JSiS! 

1,«»,M0 

a,on,«u 

DaUy  average  eharingt  Dee.  1, 19H,  to  Dee.  31, 1915. 


DAILY  AVERAaS  ITEIfS. 


UtDttl. 

Y«t. 

EuBuClty. 
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1 

1 
i 

teTS, 380.00 
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ExHiBrr  E. 
Expenditures  of  the  Federal  Reserve  Bank  of  Kansas  CUi^  since  orgamsatio^. 


B^a 


lanes: 

Bank  offioere 

Clerical  staff 

Special  ofHcers  and  watchmen. 
Traveling?  exj)eDs«8: 

Directors 

Officers  and  clerks 

Per  diem  allowanoe  of  directors. . . 

Telephone 

Telegraph 

Postage 

Expressage 

Rent. 


Insurance  and  premiums  on  fidelity  bonds. 

Light,  heat,  and  power 

Printing  and  stationery 

Repairs  and  alterations 

Allother  expenses  not  elsewhere  apedfled . 


Total  carrent  expenses. 
Commissions  on  investments. 


n.  Orqanbation  Ezpsnsis. 

Carried  from  current  exi>enses  (account  expense  prior  to  Nov.  16. 1914) 

Assessment  for  general  expenses  of  Federal  Reserve  Board  (prior  to  June  30, 1915). 


Total. 


m.  Cost  or  Fkdebal  Rbsksvx  Notes. 
Cost  of  Federal  Reserve  notes,  including  expressage,  insuraoce,  eto. 

IV.  EguiPMKirr. 


Furniture  and  fixtures. 

Vaults 

Machines 

Other 


Total  equipment. . 
Total  expenditures. 


I.  CUBBXNT  EXFBRSBS. 

Assessment,  general  expenses.  Federal  Reserve  Board  (monthly  proportioD). 

Federal  advisory  council  (fees) 

Directors'  fees , 

?al  fees 


«:,'. 


4.*- 


si 


1  . 

I.-- 

k:' 


1?' 


U.'- 
8* 


!«i 


«.«-^ 


Si> 


Earnings  of  the  Federal  Reserve  Bank  of  Kansas  City  since  organization. 


Eaminpsfrom— 

Bills  discounted  member  banlcs. 

Bills  purchased  (acceptances).. . 
Investments: 

United  States  bonds 

Warrants 

Sundry  profits 


Total  s-5> 
NaT.l5.i-- 


Total  earnings ,      jgg^j.,    ^ 
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ExraBiT  F. 

Operations  of  (he  eUaring  departments  of  the  Federal  Reserve  Bank  of  Kansas  CUy,  Dec.  1, 

19U,  to  Dec.  SI,  1915, 

^Mt  of  operation  of  ooantrydepartiiMnt 127,006.00 

tetofqpflrationofoitydipwtnMnt 1,460.29 

Total  ooBt  of  op«ntlaii 28,526.29 

jnount  of Itams handled tluooghtiidooaiitrycleaiiiig department 434,089,784.56 

imoont  of  items  handlert  Uiroogh  the  city  clearing  dq^artment 814,743,911.78 

Total  amount  of  Items  cleared 748,833,696.29 

rumberofitems  handled  throogh  the  country  department 1,919,540.00 

fumber  of  items  handled  through  the  city  department 140,079.00 

Total  nnmber  of  items  cleared 2,059,619.00 

Centt. 

ost  of  clearing  per  thousand  ddUan 8.81 

ost  of  clearing  i>er  item. 1.88 

}£onthly  expense  of  operating  the  country  clearing  department  of  the  Federal  Reserve  Bank 

of  Kansas  Cibj, 

.dminiBtratloin  (one-half  diief  clerk's  salair,  82,000  per  annum,  to  cover  time  of  offlcers 

ocmsnmed  in  handling  the  afllairs  of  the  department) 8260.00 

t^mium  on  surety  bonds  of  employees 5.00 

depreciation  on  equipment 93. 00 

loidentals. 40.00 

ight 85.00 

Lent 100.00 

aUuries  of  16  clerks 825. 00 

stationery 1 10. 00 

Itamps 624.00 

Ayerage  cost  per  month 2,082.00 

?otaloostofoperatian,  Dec.  1,1914,  to  Dec.  31, 1915, 13  months 27,066.00 

dumber  of  items  handled  through  this  dq)artment  Deo.  1 ,  1914,  to  Dec.  81, 1915 1, 919, 640. 00 

Aggregating 8434,080,784.56 

CenU. 

V>st  of  handling  per  thousand  doDan 6.23 

^ost  of  handling  per  item 1.41 

Monthly  expense  of  operating  city  clearing  department  of  the  Federal  Reserve  Bank  of 

Kansas  City. 

idministratian 810.00 

>epredation  on  equipment 5.00 

.i^t 1.00 

lent. 6.00 

Salaries: 

HoImeeWest 870.00 

Messenger,  Gamble  (one-third)..-. 16.33 

86.33 

5.00 

Total 112.33 

^ostofoperatioaDec.  1,1914,  to  Dec.  31, 1915, 13  months 1,460.29 

^lumber  of  items  handled  through  this  department  Dec.  1, 1914,  to  Dec.  31 ,  1915 140, 079 

Aggregating 8314,743,911.73 

Cents. 

>»t  of  handling  per  thousand  dollars M 

?oBt  of  handling  per  item 1^ 

aiSTORT  OF  OPEBATIONS    OF    COUNTRY    CLEABING    DEPARTMENT,  UNDER    OVBRDRAFT 
BUVINATION  PLAN,  NOVEMBER  10,  1915,  TO  DECEMBER  31,  1915. 

On  December  1,  1914,  the  Federal  Reserve  Bank  of  Kanaas  City  began  a  system  of 
clearing  baaed  on  the  immediate  credit  and  debit  of  all  checks  and  drafts  received 
[rom  member  banks  drawn  on  member  banks  in  the  district,  and  on  other  Federal 
Reserve  Banks.  Later,  this  was  extended  to  indnde  checks  and  drafts  drawn  on 
clearing-house  banks  in  certain  Federal  ReeenrftBjpil'  aiit— 

In  handling  the  volume  of  clearings  whidlAPi  ""k,  and  on  account 

of  the  small  proportion  of  reserves  paid  ^uB  *^tbfi  of  operation 

an  occasional  overdraft  was  created,  aodyi^F  ^  ^ch  large 
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proportionfl  as  to  become  a  serious  and  vexatious  matter.    Several  tenuti\r : . 
looking  to  the  elimination  of  these  overdrafts  were  suggested  and  discoase-.. 
finally,  during  the  early  days  of  November,  1915,  all  member  banks  were  ::;- 
that  only  such  checks  as  could  be  charged  to  their  account  without  cieatins  ai 
draft  would  be  handled,  and  that  all  checks  in  excees  of  their  respective  W^ 
would  be  returned  to  the  sending  bank,  or  turned  over  for  their  account  to  sliL  • 
correspondent  as  they  might  designate. 

The  success  of  the  operation  of  this  plan  is  reflected  by  the'  figures  making  r 
following  comparative  compilation. 


Date. 


1915. 

Nov.lO 

Dec.l 

Dec.  10 

Dec.l7 

Pec.  24 

Dec.  31 


Items  reoeiyed. 


Number. 


6,455 
5,840 
6,027 
5,542 
5,243 
6,0M 


Amount. 


$1,681,364.52 
1,296,888.31 
1,213,829.61 
1,001,371.85 
838,439.98 
1,465,701.65 


Items  returned  to 
ingbenk. 


Nomber. 


22 
199 
353 
207 

59 
137 


Amciont. 


1114,493.00 
22,703.95 
83,670.22 
104,882.44 
50,769.16 
92,850.47 


tocarr«&puL. 


NoBiber..  Az- 


10' 
14 

8' 

a6> 


Under  the  plan  above  outlined  the  overdrafts  of  this  bank,  which  on  Novea^^: 
1915,  aggregated  $1,794,902.14,  have  diminished  until  they  equal  only  a  c.^- 
amount  at  this  time,  as  is  evidenced  by  the  following  summary : 


Overdrafts: 

Nov.  10, 1915 
Dec.  1,1915., 
Dec.  10, 1915. 
Dec.  17, 1915. 
Dec.  24, 1915. 
Dec.  31, 1915. 


OverdrafU. 


Date. 


Daily  average  to  Feb.  9, 

1915 

Month  of— 

March 

AprU 

May 

June 

July 

August 

September 

October 

November 

December 

1915. 

Dec.l 

Dec.2 

Dec.8 

Dcc.4 

Dec.  6 

Deo.7 

Dec.8 


Number 
of  ac- 
counts 
over- 
drawn. 


54 

55 
60 
60 
57 
53 
74 
100 
131 
67 
13 


27 
25 
20 
21 
16 
17 
18 


Amounts. 


$559,121.00 

540.340.00 
56.5.353.00 
639,^6.00 
5vS3,511.00 
302,860.00 
621,439.00 
843,319.00 
1,165,005.00 
441,243.00 
12,693.00 


32,326.48 
24,713.16 
19,770.87 
25, 189. 50 

7,208.96 
13,925.57 

8,582.08 


Date. 


1915. 

Dec.9 

Dec.  10 

Dec.  11 

Dec.  13 

Dec.  14 

Dec.  15 

Dec.  16 

Dec.  17 

Dec.  18 

Dec.  20 

Dec.  21 

Dec.  22 

Dec.  23 

Dec.  24 

Dec.  27 

Dec.  28 

Dec.  29 

Dec.  30 

Dec.  31 

Dally  average. 


Number 
ofao- 

ooimts 
over- 

drawn. 


17 

IS 

15 

11 

10 

10 

10 

9 

14 

8 

5 

5 

7 

5 

7 

9 

90 

20 

12 


IS 


AEftii. 


•1 


I] 


■>►■ 
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E.  O.  Tbnison,  Chairman  and  Federal  Beeerve  Agent. 


On  May  18, 1914,  pursuant  to  the  sununona  of  the  reserve  bank  organization  com- 
mittee, authorized  representatives  of  the  First  National  Bank  of  El  Paso,  Tex.,  Durant 
National  Bank  of  Durant,  Okla.,  First  National  Bank  of  Shreveport,  La.,  Frost 
National  Bank  of  San  Antonio,  Tex.,  and  Union  National  Bank  of  Houston,  Tex., 
met  in  Dallas  and  executed  the  organization  certificate  which,  in  accordance  with 
the  provisions  of  the  Federal  Beserve  Act,  brought  the  Federal  Beserve  Bank  of 
Dallas  into  corporate  existence. 

Following  this,  class  A  and  B  directors  having  been  elected  by  the  member  banks, 
according  to  the  Act,  and  class  0  directors  having  been  officially  appointed  and 
announced  by  the  Federal  Beserve  Board,  a  meeting  of  the  entire  directorate  was 
lield  at  Dallas  on  October  16  and  devoted  to  general  discussions  of  the  organization 
of  the  bank.  At  this  meeting  the  terms  of  office  of  directors  of  the  different  classes 
i^ere  established,  and  the  election  of  Mr.  Oscar  Wells  as  governor  took  place,  along 
^th  the  selection  of  Mr.  J.  Howard  Ardrey,  of  Dallas,  as  member  of  the  advisory  coun- 
cil. Immediately  after  this  preliminary  meeting  a  conference  of  directors  of  the 
several  reserve  banks  was  held  in  Washing^n,  at  which  a  qiajority  of  the  directors 
oi  the  Dallas  bank  were  in  attendance. 

The  second  meeting  of  the  board,  held  on  October  29  at  Dallas  resulted  in  the 
election  of  Mr.  B.  L.  Van  Zandt  as  vice  governor  and  Mr.  J.  W.  Hoopes  as  cashier,  after 
suitable  by-laws  had  been  adopted,  and  arrangements  were  made  to  perfect  a  clerical 
staff  preparatory  to  the  opening  of  the  bank,  soon  to  follow.    At  this  meeting  0.  G. 
Huff  was  retained  as  counsel.    The  complete  organization  consisted  of  active  officers, 
as  follows:  E.  0.  Tenison,  Federal  Beserve  Agent;  W.  F.  McCaleb,  Deputy  Federal 
Reserve  Agent;  Oscar  Wells,  governor;  B.  L.  Van  Zandt,  vice  governor;  J.  W.  Hoopes, 
cashier;  with  a  staff  which  included  Sam  B.  Lawder,  auditor;  Charles  C.  Hall,  sec- 
retary to  the  Federal  Beserve  Agent;  Fred  Harris,  manager  discount  department; 
"W.  J.  Donald,  general  bookkeeper;  B.  B.  Gilbert,  G.  B.  Cooper,  C.  J.  Kinsolving,  jr., 
A.  P.  Wooldridge,  jr.,  and  W.  O.  Ford,  tellers;  together  with  11  other  employees. 
Through  the  courtesy  of  those  banks,  the  services  of  J.  C.  Tenison,  of  the  City  National 
Bank,  and  John  Groethwaite,  of  the  Security  National  Bank,  both  experienced  and 
capable  tellers,  were  secured  temporarily,  and  were  of  material  asaLstance  to  the  per- 
manent staff. 

Patmbnt  Q¥  Capital. 

The  initial  capital  installments  having  been  called  for  November  2,  the  work  of 
receiving  these  payments  and  issuing  temporary  certificates  therefor  was  accomplished 
prior  to  the  actual  opening  of  the  bank  on  November  16,  which  was  the  date  set  by 
Secretary  of  the  Treasury  McAdoo.  The  bank  conmienced  business  in  temporary 
quarters,  which  had  previously  been  used  as  a  banldng  room,  and  the  first  reserve 
deposits  were  received  according  to  the  statutory  requirements  without  undue 
confusion.  The  transfer  of  approximately  six  and  cwinliaif  miUionB  of  dollars  in  gold 
and  lawful  money  was  accomplished  within  ^jf 

At  the  time  of  the  opening  of  the  bank  ttflf  '  this  district  were 

tremendously  depressed  on  account  oi  ttiSi  ~    '  '^^e  market 
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for  cotton.  Every  factor  in  our  economic  life  waa  in  great  distreas  by  reaaoa  of  the 
fact  that  our  principal  product  had  fallen  to  a  price  below  the  cost  of  productiQiL 
The  psychological  effect  of  the  war  in  Europe  had  created  an  incipient  panic  amoog 
our  productive  interests  and  heavy  losses  in  the  aggregate  had  been  borne  before 
the  remedial  forcos  of  our  new  legislation  could  be  gathered.  Immediately  following 
the  opening  of  the  Federal  Reserve  Banks,  however,  a  change  was  discernible,  and 
within  a  short  period  of  time  a  more  normal  condition  was  produced  and  was  later 
followed  by  appreciable  advance  in  the  price  of  agricultural  products. 

Discount  operations  gradually  gained  strength  until  the  time  when,  by  the  terms 
of  the  Aldrich-Vreeland  Act,  it  became  necessary  to  retire  the  emergency  cnirency 
issued  under  that  act.  Member  banks,  having  become  more  thoroughly  feuniiijir 
with  the  operations  of  the  bank  and  the  rediacounting  privileges  afforded,  practically 
the  entire  amount  of  outstanding  currency  was  retired  through  the  aid  of  this  bank. 
This  was  one  of  the  first  evidences  to  the  banking  public  of  the  real  service  that  could 
be  expected  of  the  reserve  banks,  and  the  easy  manner  of  accomplishment  of  this 
materially  furthered  the  popularity  of  the  bank  with  its  members  and  brought  home 
to  them  the  great  potentialities  of  the  system,  thus  causing  a  steady  continuance 
of  our  discount  operations  during  the  summer  months,  until  the  high  figure  of 
$7,729,000  was  reached  on  September  30.  Since  that  date  the  fall  movement  of 
commodities  has  resulted  in  substantial  liquidation,  until  at  this  time  (December  31) 
our  bills  discoun£bd  aggregate  $4,870,000. 

During  the  early  operations  of  the  bank  the  clearing  functions  were  limited  to  itemi 
drawn  by  member  banks  on  member  banks  in  the  several  reserve  cities  of  the  district, 
with  the  additional  focility  extended  to  members  for  transferring  funds  between  this  and 
other  districts  by  the  use  of  their  drafts  on  us,  and  on  May  27  the  establishment  of 
the  gold  settlement  fund  in  Washrogton  for  the  clearing  of  balances  between  the 
several  Federal  Beserve  Banks  made  necessary  the  deposit  of  three  and  one-half  mil- 
lions of  dollars  in  gold  to  settle  the  adverse  trade  balances  accumulated  against  this 
district.  The  reversal  of  trade  conditions  since  that  time,  due  to  the  seasonal  move- 
ment of  our  products,  has  more  than  recouped  this  loss  of  gold,  and  our  balance  In 
the  gold  settlement  fund  at  this  time  is  $8,341,000. 

On  February  24  Oscar  Wells,  governor  of  the  bank,  having  accepted  the  {residency 
of  the  First  National  Bank  of  Birmingham,  Ala.,  tendered  his  resignation,  and  on 
April  6  Vice  Governor  R.  L.  Van  Zandt  was  elected  as  his  successor;  J.  W.  Hoc^ws 
acceding  to  the  vice  governorship,  and  Lyim  P.  Talley,  at  that  time  cashier  of  the 
Lumbermans  National  Bank  of  Houston,  Tex.,  was  elected  to  the  position  of  caahiK. 

The  departure  of  Mr.  Wells  from  the  district  necessitated  the  election  of  a  class  A 
director  in  his  stead,  and  on  February  15  the  chairman  forwarded  to  member  banks, 
in  conformity  with  the  provisions  of  law  governing,  the  necessary  certificates  and 
ballots,  and  called  the  election,  with  the  result  that  Mr.  John  T.  Scott,  president  of  the 
First  National  Bank  of  Houston,  Tex.,  was  elected  as  Mr.  Wells's  successor. 

Cleabance  System. 

Simultaneously  with  similar  action  on  the  part  of  various  other  reserve  biOikB,  oa 
June  1  an  intradistrict  collection  system  was  inaugurated  for  the  benefit  of  member 
banks  desiring  to  use  this  facility.  Membership  therein  was  optional,  and  contem- 
plated the  reciprocal  clearing  of  checks  at  par  through  us.  At  the  outset  74  banks 
joined  the  plan,  and  since  that  date  36  additional  banks  have  become  members, 
while  35  have  withdrawn.  The  amounts  of  checks  cleared  under  this  plan  have  aver- 
aged $605,764  per  day,  and  an  average  of  898  items  have  been  cleared  on  country 
banks,  in  addition  to  an  average  of  304  items  on  members  of  the  local  clearing  house. 

The  rates  of  exchange  charged  for  collecting  and  remitting  checks  which  are  received 
by  banks  in  this  district,  principally  from  their  city  correspondents,  are  higher  than 
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charges  made  by  hmka  in  older  sections  of  the  country.  These  chaiges  run  from  a 
minimiitu  of  one-tenth  of  1  per  cent  to  a  mayimnm  of  one-quarter  of  1  per  cent,  favoring 
the  latter  Ggaie,  The  rates  chaiged  usually  are  either  one-tenth,  one-eighth,  three- 
twentieths,  or  one-quarter  of  1  per  cent,  and  the  estimated  average  rate  charged  (not, 
however,  by  any  means  on  the  average  volume  of  busLness),  three-twentieths  of  1  per 
cent,  or  11.50  per  $1,000.  Probably  the  average  exchange  collected  on  the  average 
volume  of  businesB  would  be  in  the  neighborhood  of  one-fifth  of  1  per  cent,  or  |2  per 
$1,000. 

The  clearing  operations  have  had  no  appreciable  effect  in  this  district  in  reducing 
exchange  chaiges,  the  volume  of  business  and  the  number  of  banks  involved  in  the 
clearing  system  beiug  negligible .  We  believe  that  the  matter  of  reduction  in  exchange 
chaiges  has  not  been  pressed  by  the  city  banks  since  the  operation  of  the  Federal 
Reserve  Banks  as  before.  Many  accounts  are  maintained  with  city  banks  for  the 
purpose  of  having  checks  sent  by  them  to  the  bank  maintaining  the  account  and 
balance,  to  produce  revenue  by  way  of  exchange  chaiges  for  the  drawee  bank.  Some 
sentimental  influence  is  therefore  present  looking  toward  the  maintenance  of  these 
accounts  by  the  city  banks.  We  believe,  however,  that  if  a  system  can  be  devised 
where  checks  on  member  banks  in  this  district,  or  their  equivalent,  can  meet  at  a 
common  point  and  offset  each  other  to  a  laige  extent,  exchange  charges  and  the 
sentiment  in  favor  of  them  will  gradually  disappear,  and  that  such  an  arrangement 
would  in  the  main  be  gracefully  accepted  by  the  member  banks.  Under  such  a  con- 
dition the  transportation  expense,  upon  which  exchange  chaiges  are  based,  would 
only  have  to  be  considered  as  relating  to  the  difference  in  the  amount  of  checks  re- 
ceived from  and  sent  to  the  Federal  Reserve  Bank. 

During  the  active  cotton  season  in  this  district  it  has  heretofore  been  necessary 
for  member  banks  to  ship  large  amounts  of  currency  and  coin  from  central  reserve 
and  subtreamiry  cities  for  use  in  gathering  and  marketing  our  products.  Against 
these  shipments  member  banks  receive  deposits  of  drafts  on  eastern  and  northern 
points,  which  cover  the  proceeds  of  the  sale  of  the  products,  and  these  economic  factors 
affect  the  market  price  of  eastern  and  northern  exchange  materially  from  time  to  time. 
It  has  been  the  effort  of  this  bank  to  serve  its  members  more  acceptably  by  becoming 
a  medium  through  which  the  supply  of,  and  demand  for,  exchange  in  the  different 
sections  of  the  district  might  be  adjusted,  making  necessary  the  transfer  of  the  miniin^im 
amount  of  actual  funds  into  and  from  the  district  at  various  seasons  of  the  year.  In 
this  manner  we  have  purchased  out-of-district  exchange  to  the  amount  of  $48,044,240 
and  sold  exchange  on  other  districts  in  an  aggregate  of  $23,828,750.  No  profit  has 
heen  contemplated  in  connection  with  this  service,  and  the  supply  or  demand  has 
governed  the  rate  entirely. 

In  line  with  the  foregoing  it  may  be  of  interest  to  state  that  we  have  endeavored 
to  supply  otir  member  banks  with  currency  and  coin,  and  have,  during  the  past 
season,  distributed  to  member  banks  an  aggregate  of  $12,163,000  in  currency,  of 
$597,000  in  small  bills  and  silver  dollars,  and  $236,400  in  fractional  coin,  including 
nickels  and  cents.  The  bulk  of  this  distribution  will  find  its  way  back  into  the 
vaults  of  the  bank  after  it  has  served  its  purpose,  and  the  facilities  are  ample  to  carry 
it  in  storage  until  needed  for  a  similar  purpose  during  the  ensuing  year. 

The  issuance  of  Federal  Reserve  notes  materially  aided  in  this  purpose,  and  since 
the  opening  of  the  bank  these  notes  have  been  issued  by  the  agent  in  the  aggregate 
sum  of  $16,180,000  against  the  deposit  of  bills  receivable  to  secure.  The  bank  has 
reduced  its  liability  by  the  deposit  of  $11,440,000  in  gold,  and  has  presented  its  notes 
for  redemption  to  the  agent  in  the  amount  of  $1,035,000.  Notes  aggregating  $61,000 
have  been  forwarded  by  the  agent  to  the  comptroller  for  cancellation  and  destruction. 

Following  the  decision  of  the  Fed0^  Beoerve  Board,  on  July  1  the  transfer  of  121 
member  banks  in  Ok'***-  ^*^iS^  *'^  ^'^  — '  effected,  leaving  42  members, 

in  8  counties  in  Oklal  ^  is  transfer  reduced  the  capital 
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of  the  Dallas  bank  $186,500,  and  was  accompanied  by  a  reduction  in  its  leBerre  ih 

poflits  of  1397,700,  and  at  the  Bame  time  rediscounts  of  member  b«nJDB  to  the  extei: 

of  1197,000  were  transferred  to  the  Federal  Reserve  Bank  of  yanwan  City. 

The  issuing  power  of  the  bank  has  never  been  subjected  to  a  test  of  effidency,  ui 

the  ease  of  the  money  market  has  made  it  necessary  to  reduce  the  regular  ntei  c 

discount,  which  were  first  fixed  at  6  per  cent  for  paper  maturing  within  30  days  ad 

0}  per  cent  for  paper  of  longer  maturities,  from  time  to  time,  to  the  prasent  rates  @ 

4  per  cent  for  paper  maturing  within  90  days  and  4)  per  cent  for  paper  ol  looser 

maturities,  3}  per  cent  for  trade  acceptances  maturing  within  GO  days,  4  per  cent  ^ 

trade  acceptances  maturing  after  60  but  within  90  dasrs,  and  3  per  cent  for  oamiDodi;T 

paper. 

Cotton  Movembnt. 

On  June  7  a  circular  was  issued  and  distributed  among  the  various  member  md 
other  banks  of  the  district  in  which  was  urged  the  gradual  marketing  of  the  prosi^cttTf 
cotton  crop,  by  properly  warehousing  the  staple  and  disposing  of  the  supply  ofs  aa 
extended  period,  reminding  the  banks  that  paper  secured  by  approved  warehosv 
receipts  covering  readily  marketable  staples  was  highly  desirable  for  rediacount  m 
the  Federal  Reserve  Bank.  This  circular,  together  with  the  efFortB  of  the  banke 
and  bankeni'  associations,  had  a  decided  effect  in  the  desired  direction,  witk  *js 
result  that  the  average  price  of  our  principal  product  has  been  appioximatdy  doel^ 
that  of  last  year.  The  deposit  of  $5,000,000  by  the  Secretary  of  the  Treasury  c^ 
September  4  gave  added  confidence  to  our  growers  and  merchants,  and  the  hmr. 
of  the  Reserve  Bank  fixed  a  rate  of  3  per  cent  for  commodity  paper  having  not  w» 
than  90  dajrs  to  run,  where  such  paper  was  secured  by  approved  warehouse  recei;^. 
properly  insured,  and  the  maker  was  not  being  charged  more  than  6  per  cait,  eith? 
as  interest,  or  commissionB.  or  both.  It  has  not  been  deemed  desirable  by  membe 
banks  to  avail  themselves  of  this  privilege  extensively,  the  total  amount  of  this  clu^ 
of  paper  having  been  accepted  by  this  bank  amounting  to  $239,094. 

Prior  to  the  establishment  of  the  commodity  rate  the  board  had  established  a  pre- 
erential  rate  on  trade  acceptances  of  3}  per  cent  for  maturities  within  60  days,  iiid  i 
per  cent  for  maturities,  61  to  90  days,  and  while  some  evidence  is  ahown  that  tb; 
class  of  paper  has  been  created,  the  aggregate  amount  offered  for  rediscount  has  beec 
comparatively  neglible,  amounting  to  only  $160,795. 

Discount  operations  had  now  extended  to  considerable  proportions,  and  the  machts- 
ery  necessary  to  intelligently  perform  this  service  for  our  members  had  kept  abreast  d 
this  advance.  The  bureau  of  credit  information  in  this  bank  had  been  eztei«iv^> 
developed,  and  enabled  the  executive  committee  to  act  upon  offerings  with  ce- 
tainty.  Analyses  of  the  reports  of  member  banks,  and,  where  necessary,  speci^i 
investigations  disclosed  their  actual  condition,  and  requests  for,  and  careful  cooaidtf- 
ation  of,  information  submitted  in  connection  with  individual  paper,  made  ^e  exter- 
sion  of  credit  to  members  conform  in  every  way  to  the  safest  banking  principles  h 
several  instances  special  investigations  have  been  necessary  in  order  to  pioper!.> 
acquaint  the  executive  committee  with  the  condition  of  member  banks,  and  &^ 
investigations  have,  without  exception,  proved  of  inestimable  educational  advanUf^ 
to  the  banks  themselves.  Unfortunately,  since  the  opening  of  the  reserve  bank,  >^ 
has  been  necessary  for  the  Comptroller  of  the  Currency  to  appoint  recovers  for  ia- 
of  our  members,  but  it  is  hoped  that  with  the  facilities  opened  since  the  enactne 
of  the  Federal  Reserve  Act,  and  the  accompanying  check  to  loose  practices,  the  futcr> 
need  not  bring  a  repetition  of  such  action. 

The  accomplishment  of  the  transfer  of  the  second  and  third  capital  installments  in- 
materially  aided  by  the  Assistant  Treasurer  of  the  United  States  at  New  Orleans.  3kfr 
W.  W.  Heard,  who  extended  the  facilities  of  his  office  in  receiving  direct  horn  memM 
banks  shipments  of  gold  coin  and  gold  certificates  for  these  payments.    The  txans^ 
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of  reBerves,  the  second  installment  of  which  was  made  on  November  16,  was  accom- 
plished without  the  physical  labor  incident  to  the  transfer  of  the  first  installment,  for 
the  reason  that  the  change  in  banking  conditions,  and  the  establishment  of  the  gold 
settlement  fund  at  Washington,  made  it  XHMsible  to  receive  transfers  from  reserve  and 
central  reserve  cities,  instead  of  the  actual  shipment  of  gold  or  lawful  money.  The 
deposits  of  the  bank  were  increased  by  this  installment  to  some  $9,200,000. 

Rbultions  with  Banks. 

During  the  month  of  August  our  vice  governor,  Mr.  Hoopes,  visited  practically  all 
of  our  member  banks  in  Louisiana,  with  the  view  of  bringing  into  closer  relationship 
the  interests  of  that  community  and  apprising  them  more  thoroughly  of  the  advan- 
tages of  memberahip  in  the  Federal  reserve  system.  Later,  in  November,  Mr.  Hoopes 
attended  the  meeting  of  the  Arizona  State  Bankers'  Association  at  Castle  Hot  Springs, 
Ariz.,  where  he  addressed  the  Convention,  taking  as  his  subject  "The  practical  opera- 
tion of  the  Federal  Reserve  Bank."  On  his  return  trip  Mr.  Hoopes  visited  several  of 
the  member  banks  in  that  section.  Prior  to  these  visits,  and  since  the  opening  of 
the  bank,  several  of  our  officers  have  attended  various  banken'  conventions  in  the  dis- 
trict and  have  delivered  addresses  on  the  workings  of  the  Federal  reserve  system. 
In  May,  the  chairman  accompanied  Mr.  Harding,  member  of  the  Federal  Reserve 
Board,  to  the  meeting  of  the  Texas  Bankers'  Association,  at  Waco. 

The  effect  of  this  intercourse  has  been  far-reaching  and  the  tangible  results  there- 
from have  been  great.  It  is  the  policy  of  the  bank  to  use  every  effort  to  bring  the 
advantages  and  protection  afforded  by  membership  in  the  reserve  system  to  the  atten- 
tion of  both  National  and  State  banks. 

Up  to  the  present  time  only  10  State  banks  have  affiliated  themselves  with  us,  and 
as  long  as  existing  easy  conditions  last  it  is  doubtful  whether  they  wiU  see  the  neces- 
sity for  membership.  This  bank  made  an  extensive  educational  campaign  with  a 
view  of  placing  before  the  State  banks  the  advantages  of  the  system  and  the  steps 
necessary  for  affiliation,  and  it  is  hoped  that  the  recent  rulings  of  the  Federal  Reserve 
Board,  for  the  benefit  of  State  banks,  will  prove  an  added  incentive  to  them  to  join. 

The  temporary  quarters  of  the  bank,  affording  no  facilities  commensurate  with  the 
volume  of  business  transacted,  the  board  of  directors,  after  considerable  deliberation, 
caused  the  purchase  of  a  five-story  building  on  the  comer  of  Commerce  and  Martin 
Streets,  and  the  same  was  remodeled  and  fitted  with  modem  fireproof  vaults,  with  a 
[rapacity  siifficient  for  our  needs.  On  November  1  the  physical  removal  took  place, 
^xid  the  quarters  are  quite  adequate  for  the  expanding  requirements  of  the  bank.  The 
irost,  when  complete,  will  be  approximately  |186,000,  including  building,  fixtures, 
iLTkd  equipment. 

Beginning  October  13  the  chairman  took  the  proper  steps  providing  for  the  election 
>f  one  class  A  and  one  class  B  director,  to  succeed  the  incumbents  whose  terms  expire 
>n  December  31,  and  Mr.  John  T.  Scott,  of  Houston,  Tex.,  was  reelected  as  class  A 
iirector,  and  Mr.  Frank  Kell,  of  Wichita  Falls,  Tex.,  was  reelected  as  class  B  director; 
iSkch  to  serve  for  three  years  beginning  January  1, 1916. 

Fiduciary  -powen  have  been  granted  to  19  banks,  and  several  applications  are 
>«nding.  The  board  has  taken  every  possible  safeguard  to  the  end  that  fiduciary 
>owerB  be  granted  to  only  such  banks  as  are  without  doubt  entitled  to,  and  worthy 
*fy  this  responsibility.  The  laws  of  the  States  have  been  carefully  canvassed  by 
counsel,  who  has  rendered  an  opinion  in  connection  therewith  for  the  gtudance  of 
be  directors.  Each  application  is  submitted  to  counsel  before  action  by  the  board, 
uxid  the  merits  of  the  individual  case  are  weighed  carefully  before  any  recommenda- 
£on  is  made. 
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BoopB  OF  Activity. 

As  an  evidence  of  the  usefulnesB  of  the  system,  during  the  bank's  existence  it  bk 
served,  in  the  matter  of  rediscounting,  366  banks,  to  an  aggregate  exta;  .: 
127,795,797,  and  for  the  calendar  year  of  1915  the  service  has  been  extended  ti  ;4 
banks,  in  an  aggregate  amount  of  126,756,905,  the  total  number  of  notes  hiod^: 
being  21,648. 

While  the  earning  capacity  of  the  bank  is  a  subsidiary  consideradony  it  is  gntmct 
to  report  that  earnings  from  all  sources,  principally  bills  discounted,  sihow  an  ex*^ 
of  $75,388  over  all  current  and  organization  expenses. 

The  directors  have  held  14  regular  and  3  special  meetings,  and  in  each  esse  th? 
has  been  a  quorum  present,  and  in  most  all  instances  full  representation.  At  ^ 
meetings  detailed  reports  of  the  operations  of  the  bank  are  submitted  by  the  go^e?^  r 
and  chairman  of  the  executive  committee,  as  well  as  the  report  of  the  auditor,  f. 
and  matters  of  import  are  discussed  frankly  between  the  different  classes  of  ixi«mb^ 
ship.  It  is  gratifying  to  report  that  these  discussions  have  been  harmonious  to  a  rx^a 
d^ee.  Experience  has  shown  that  monthly  meetings,  as  provided  in  tiie  br-hv^-, 
are  sufficiently  frequent  to  meet  the  necessities.  Our  executive  committee  i?  c^u: 
posed  of  the  governor,  as  chairman.  Federal  Reserve  Agent,  and  one  other  dim^? 
chosen  by  our  board,  selections  being  made  in  rotation  from  the  otheiB,  and  seni^ 
from  one  board  meeting  to  the  next.  This  conunittee  meets  daily  and  passes  <m  uy 
paper  offered  for  rediscount,  and  other  matters  of  importance  to  the  bank's  interne 

The  general  work  of  the  bank  has  gone  on  without  friction  between  the  two  depar 
ments.  The  Federal  Reserve  Agent  and  the  governor  have  at  all  times  been  in  o  z- 
plete  harmony,  and  all  matters  of  importance  have  been  discussed  between  tbcc 
before  being  put  into  operation. 

Conditions  in  this  district  continue  to  improve.  There  has  been  a  proDooK^': 
recovery  from  the  depression  that  existed  a  year  ago;  in  fact,  fiom  the  opening  <A  i> 
Federal  Reserve  Bank  a  gradual  improvement  has  been  shown  in  practically  a. 
lines.  That  this  bank  has  contributed  its  share  in  bringing  about  such  a  das^ 
there  is  no  question.  A  very  salutary  lesson  was  learned  during  the  unsettled  •:< : 
ditions  of  last  Fall,  and  forced  economies  by  all  have  tended  to  put  business  of  pr^ 
tically  all  lines  on  a  better  basis.  The  excellent  prices  realized  by  farmess  hsr- 
made  possible  liquidations  of  indebtedness  that  had  been  carried  over  from  the  p? 
year,  as  well  as  their  current  obligations,  and  at  the  present  time  the  outlook  ks  li:: 
coming  year  is  bright. 
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John  Pebrin,  Chainnan  and  Federal  Reeerve  Agent. 


In  compliance  with  the  request  of  the  Federal  Reserve  Board,  I  have  the  honor  to 
^port  concerning  the  establishment,  in  the  twelfth  Federal  reserve  district,  of  the 
federal  Reserve  Bank  of  San  Francisco  and  its  financial  operations  during  the  first 
rear,  with  some  statement  r^arding  various  features  of  its  development  and  sug- 
:e8tions  of  certain  changes  of  laws  which  would  enable  the  Federal  Reserve  Bank  to 
erve  more  efficiently  the  productive  acti\ities  of  its  district. 

Appended  are  Tables  1  to  10,  inclusive,  giving  details  of  the  bank's  condition  and 
ummaries  of  its  principal  financial  operations;  and  Exhibits  A  to  M,  inclusive,  giving 
certain  collateral  information: 

Tables. 

1.  Statement  of  condition  as  of  November  30, 1915. 

2.  Rediscounts  classified: 

(a)  By  month  and  States. 
(6)  By  States  and  industries. 

3.  Bankers'  acceptances  purchased. 

4.  Municipal  warrants  purchased. 

5.  United  States  bonds  purchased. 

6.  Settlements  through  gold  settlement  fund. 

7.  Federal  Reserve  notes  issued  and  redeemed. 

8.  Statement  of  earnings  and  expenses. 

9.  Payments  on  capital  of  Federal  Reserve  Bank,  and  amount  of  member  banks' 

deposits  with  it  November  30,  1915,  with  estimate  of  additional  deposits  to  be 
made. 
0.  Checks  collected. 

ExHiBrrs. 

•  Geogntphical  outline  and  area  of  the  district 

t.  Rate  of  development  of  district  in  population  and  wealth,  by  States. 

'.  List  of  principal  products  and  industries  of  district. 

^  Bank  clearings  in  principal  cities  of  district. 

!.  Banking  power  of  district. 

•  Seaaonal  demands  and  approximate  prevailing  rates  of  interest  on  loans  in  the 

several  sections  of  the  district. 

•  Calculation  showing  present  earning  power  of  member  banks  compared  with  that 

prior  to  the  enactment  of  the  Federal  Reserve  Act. 
L  Copy  of  by-laws  of  Federal  Reserve  Bank. 

Record  of  rediscount  rates  established  by  Federal  Reserve  Bank. 
List  of  banks  granted  special  permits  to  act  as  trustee,  executor,  etc. 
List  of  banks  granted  permiasion  to  accept  drafts  and  bills  of  exchange  up  to  100 
I>er  cent  of  their  capital  and  surplus. 
•*  ^tes  of  exchange  charged  on  checks  in  twelfth  FedendliMrve  district. 
(•  Principal  items  in  member  banks'  report  of  condttipr  ^<^.  1915,  and 

abstract  of  exchange,  losses,  and  earnings  Aq|f  lassifica- 

tbn  of  banks  by  total  resources). 


w. 
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ESTABUSHHSNT. 

The  first  meeting  of  the  board  of  directon  of  the  Federal  Reserve  Rank  d  So 
FnuiciscowBS  held  on  October  12, 1914,  continiiing,  with  frequent  aeasiomydaiioeib- 
two  days  following.    On  this  occasion  Mr.  Archibald  G.  Kains  was  chosen  gorasr 

On  October  14  the  entire  board  of  9  directors  and  the  governor  proceeded  toWi^ 
ington  and  participated  in  a  two  days'  conference  between  representatives  of  &e :: 
Federal  Reserve  Banks  and  the  Federal  Reserve  Board,  called  for  the  pnrpw  :r 
determining  arrangements  preliminary  to  the  inauguration  of  the  FedenJ  Ke?r- 
system. 

Reassembling  in  San  Francisco  November  4,  without  proviBion  then  for  banic: 
room,  clerical  force,  or  stationery,  the  necessity  was  faced  of  becoming  a  going  coDc<r. 
in  12  days,  inasmuch  as  the  Secretary  of  the  Treasury  had  signified  his  intentkL  i 
declaring  the  Federal  Reserve  System  established  on  November  16,  in  pmsuancr ' 
authority  vested  in  him  by  the  Federal  Reserve  Act.  An  apparent  physical  impos 
biUty  proved  not  to  be  such,  and  November  16  found  thi»bank,  with  a  capable  :iX, 
installed  in  the  temporary  quarters  still  occupied. 

Because  of  consequences  growing  out  of  the  European  war,  the  fituwirial  axmtz 
at  the  time  was  much  strained,  as  shown  by  the  fact  that  under  the  Aldrich-Vieekc 
Act,  fortimately  extended  by  the  provisions  of  the  Federal  Reserve  Act,  additija. 
currency  had  already  been  issued  upon  applications  of  banks  in  this  district  tr'i* 
extent  of  $15,862,650.  Uncertainty  and  apprehension  were  general.  The  atksf 
influence  of  making  the  provisions  of  the  Federal  Reserve  Act  effective  thofo)^ 
justified  the  wisdom  of  immediate  opening.  Courage  quickly  reappeared,  legiuj&> 
credit  and  currency  requirements  were  met  by  member  banks,  further  iaeos- 
Aldrich-Vreeland  currency  were  promptly  discontinued,  and  rapid  retirement  »»- 
began  of  those  outstanding.  Confidence  in  the  stability  of  the  banking  sitoa**^ 
which  then  began  to  develop  has  since  grown  uninterruptedly,  unshaken  bju 
many  alarming  incidents  and  rumors  which  hitherto  would  have  caused  pr 
unsettlement. 

Staff  and  Clerical  Forcb. 

The  total  force  numbers  21,  including  ofiSicers,  tellers,  bookkeepers,  stenogn^ 
messengers,  policeman,  and  janitor.  The  official  staff  of  the  operating  departD>s> 
consists  of  Archibald  C.  Kains,  governor;  Russell  Lowry,  deputy  govemcH",  Gea^- ' 
Bordwell,  cashier;  Clifford  J.  Shepherd,  assistant  cashier;  Ira  Clerk,  auditor.  T:^ 
deputy  governor,  however,  has  tendered  his  resignation,  effective  December  31  ~ 
order  to  accept  the  presidency  of  the  First  National  Bank  of  Oakland,  Gal. 

The  chairman  of  the  board  and  Federal  Reserve  Agent,  John  Perrin,  has  in  b 
department  one  assistant,  Clifford  J.  Shepherd  (also  assbtant  cashier),  and  oneeites.- 
rapher.  The  deputy  chairman  and  deputy  Federal  Reserve  Agent,  (Hand  Gatch.  r.. 
is  also  chief  national-bank  examiner,  is  not  regularly  engaged  in  the  wcnrk  of  the  bs& 
but  performs  certain  duties  when  the  chairman  is  absent. 

The  executive  committee  consists  of  the  governor,  as  chairman  ex-officio;  C  i 
Mcintosh  (class  A),  James  K.  Lynch  (class  A),  Elmer  H.  Cox  (class  B),  asd  '-:- 
chairman  of  the  board  ex-officio. 

Internal  Organization. 

In  operation  the  cleavage  between  the  governor's  dex)artment  and  that  of  the  cb:* 
man  of  the  board  has  been  minimized.  Statutory  discretion  is  lodged  only  in  ^ 
governor  and  chairman  (or  their  deputies) .  Beyond  them,  there  seems  no  fundams- 
reason  for  any  but  a  homogeneous  force  available  for  the  duties  of  either  departDr' 
Following  this  view  the  assistant  of  the  chairman  of  the  board  has  been  made  aa^^ 
cashier  of  the  bank,  and  on  occasion  has  been  acting  cashier.    The  relations  betr^ 
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he  governor  and  the  chairman  have  evolved  into  substantially  those  of  a  partnership, 
^ach  being  fully  informed  of  that  which  transpires  in  the  province  of  the  other.  PoJi- 
nes  are  discussed  and  agreed  upon  for  reference  to  the  board  of  directors.  Discussion 
ind  interchange  of  opinion  benefit  the  presentation  of  matters  to  the  Federal  Reserve 
Board. 

For  prompt  disposition  of  rediscounts  the  practical  method  has  developed  of  credit- 
ng  the  proceeds  immediately  upon  the  signed  approval  of  the  governor  and  the  chair- 
nan  of  the  boards  other  members  of  the  executive  committee  each  investigating  at  hia 
ndividual  convenience  and  affixing  to  the  application  his  signature  of  approval .  The 
lummary  of  rediscounts  for  each  bank  is  then  presented  to  the  full  board  in  the  form 
>f  a  rexwrt  signed  by  the  members  of  the  executive  committee.  Such  a  method  gives 
I  promptness  of  service  equal  to  that  of  a  member  bank  under  the  management  of  a 
(ingle  efficient  chief  executive.  Subsequent  approval  by  other  members  of  the 
executive  committee  is  not  mere  ratification.  Their  expression  of  views  and  criticisms 
:onstantly  guide  the  governor  and  the  chairman  of  the  board  in  determining  a  course 
m  conformity  with  the  views  of  the  entire  committee.  It  is  not  believed  that  any 
Institution  can  operate  efficiently  where  executive-committee  action  must  precede 
every  transaction.  The  executive  conmiittee,  in  addition  to  participating  with  the 
3fficei8  in  approving  rediscoimts  and  considering  matters  specifically  referred,  is  avail- 
ible  for  speedy  consultation  upon  the  governor's  telephone  call.  In  a  stress  or  crisis 
this  will  serve  a  most  important  purpose. 

DiBECTOBS. 

Meetings  of  directors  not  less  often  than  twice  each  month  seem  very  desirable 
>ecause  of  the  value  of  interchange  of  views,  not  only  with  regard  to  rediscount  rates 
ind  all  general  policies,  but  also  with  r^^ard  to  business  conditions.  Such  frequent 
neetings  are,  of  course,  feasible  only  when  a  board  of  directors  is  made  up  of  those 
Lving  near,  and  thia  was  made  possible  when,  by  concert  of  action  of  many  member 
lanks  located  at  distant  points,  directors  of  classes  A  and  B  were  chosen  from  among 
tankers  and  business  men  living  in  or  near  San  Frandsco. 

All  directors  presumably  recognize  their  obligation  to  serve  well  all  banking  and 
tufiiness  interests  of  the  entire  district,  but  it  seems  logical  that  each  director  should 
ive  somewhat  special  consideration  to  those  interests  which  he  has  been  especially 
liosen  to  represent.  For  instance,  a  class  B  director,  chosen  to  represent  business 
dterestB,  by  banks  of  group  3  (now  comprising  those  having  capital  of  153,000  and 
see)  J  would  thus  give  special  attention  to  the  credit  needs  of  the  customers  of  group  3 
•anks  throughout  the  district  and  to  the  ways  in  which  the  Federal  Reserve  Bulk 
oiild  influence  the  betterment  of  banking  service  available  to  them,  etc. 

Opbbations. 

The  period  since  the  establishment  of  the  Federal  Reserve  System  has  been  one  of 
>rogresBlve  ease  in  matters  of  credit.  The  check  to  business  and  liquidation  resulting 
rom  the  breaking  out  of  the  European  war  would  of  itself  have  resulted  in  accumu' 
ation  of  idle  funds.  In  addition  to  this  the  reduction  in  reserve  requirements  under 
lie  provisions  of  the  Federal  Reserve  Act  has  given  to  member  banks  the  privilege 
>f  largely  increasing  their  loans.  Excess  reserves  held  by  member  banks  of  this 
listrict  were  $2,420,638  on  October  31,  1914,  and  $75,211,573  on  September  2,  1915. 
rhe  excess  is  chiefly  due  to  reduction  in  reserve  requirements,  as  shown  by  the  fact 
that  the  totals  of  reserves  held  on  the  respective  dates  were  $107,226,892  and 
1139,749,562.  Cash  and  exchange  held  on  the  same  dates  wece  $186,191,580  and 
1224,887,649,  respectively.  In  addition  to  both  these  ftti^g^  ^  *\e  un- 
paralleled imports  of  gold.    All  have  contributed  to  ^tMi  "^ble 
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fundfl  beyond  precedent.    Under  these  drcimutanceB  there  has  been  a 
need  for  rediscounts. 

From  the  standiMint  of  rapidity  of  development  of  the  Federal  Reserve  tm 
tins  is  regrettable.  Member  banks  need  information  conoeraing  the  Fedeeil  B/^r^ 
Bank's  methods  and  requirements,  best  gained  by  actual  redisooiint  tanact^:.' 
in  order  that  they  may  develop  as  large  a  percentage  as  possible  ci  ^bat  ptp^  i 
form  and  chancter  acceptable  for  rediscount.  Such  pi^»er  ie  a  potential  t^-- 
and  in  amount  must  more  than  ofEset  the  reduction  of  reserve  requireBienU  if  .> 
banking  situation  is  to  be  stronger  than  hitherto.  This  development  is  a  pr>*>^ 
of  education  which  must  include  both  banks  and  customers  and  neoossarilY  v^ 
require  time.  The  earlier  entered  upon  the  sooner  will  there  be  ciuniilative  atr^rr: 
in  the  general  situation.  Conversely,  it  is  only  by  expmence  that  the  Fedrr. 
Reserve  Bank  can  be  prepared  for  the  time  of  heavy  demands. 

About  31  per  cent  of  the  member  banks  have  had  rediscount  tranaactioDs  with  t: 
Federal  Reserve  Bank,  many  simply  to  gain  information,  some  becaose  neet'.':. 
funds.  In  a  considerable  number  of  cases  important  service  has  undoubtedly  >*: 
rendered.  So  fiur  as  has  been  learned,  member  banks  have  found  their  deaJx- 
satisfactory.  There  has  been  effort  to  give  service  as  prompt  and  untechmc-a]  ^* 
that  of  the  most  efficient  member  bank. 

Table  2  (a)  gives  information  as  to  rediaoounts  madoi  ananged  by  montlu  ti' 
States;  Table  2  (b)  arranged  by  industries  and  States. 

Rediscount  Pouct. 

The  initial  rediscount  rates  established  by  this  bank  with  the  i^^pioval  of  *3 
Federal  Reserve  Board  were  avowedly  too  hi^.  There  was  no  experience  to  de>: 
mine  the  correct  rates  and  it  was  believed  prudent  at  the  outset  to  i^proach  the  r.r 
level  by  lowering  rates  rather  than  by  raising  them.  After  several  changes,  the  n  r 
fixed  on  January  22,  1915,  have  since  remained  in  force  substantially  onchAZi.'''. 
and  are  lower  than  borrowing  rates  hitherto  generally  available.  The  record  of  nj  ? 
established  is  shown  in  Exhibit  I. 

Agricultural  paper  and  that  based  on  live  stock  are  the  only  kinds  digible  k' 
rediscount  with  maturities  beyond  90  days.  For  this  a  rate  of  6  per  cent  has  b^= 
established,  while  the  rate  for  90  days  is  4^  per  cent.  It  has  now  and  then  h^z 
suggested  that  this  is  a  discrimination  against  farmers  and  those  interested  in  Li^ 
stock.  It  will  be  observed  that  agricultural  and  Uve-etock  paper  has  every  privil^:^ 
of  other  paper  in  lower  rates  for  shorter  maturities,  and  in  addition  has  the  sp^  ^ 
privilege  of  rediscoimt  for  maturities  beyond  90  days  not  accorded  to  any  other  cL.- 
of  paper. 

In  a  rapidly  developing  section,  such  as  this  district,  it  is  inevitable  that  th  "> 
should  be  a  higher  percentage  of  fixed  loans — capital  advances  for  enterprises  whi  : 
however  worthy,  can  not  quickly  repay — than  in  an  older  district  where  tiiere  is  1  -* 
of  development  enterprise  in  proportion  to  accumulated  capital.    The  board  - 
directors  have  felt  it  wise  policy  that  this  bank  should  more  assiduously  mainfeiir. . 
liquid  condition  than  would  be  necessary  if  in  a  district  where  the  loans  of  mcn^'' 
banks  were  proportionately  more  liquid.    Consequently,  the  incentive  is  offen«: 
considerably  lower  rates  for  the  shorter  maturities. 

The  management  of  this  bank  has  deemed  it  wise,  while  giving  due  weight  t:  ■ 
member  bank 's  indorsement,  to  accept  paper  only  upon  its  own  merits.    Accordin:' 
statements  have  been  required  from  the  makers  of  all  notes  presented  for  rediaccc 
both  because  the  Federal  Reserve  Bank  can  thus  best  exercise  discriminating  jc. 
ment,  and  because  it  believes  no  practice  more  salutary  than  the  development  * 
member  banks  of  adequate  credit  files.    Exceptions  have  been  made  in  the  caar 
notes  for  small  amounts,  the  applicant's  own  estimate  of  a  borrower's  assets  «r  ■ 
liabilities  being  accepted,  but  it  is  expected  that  ultimately  copies  of  borrower's  on 
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statementa  will  accompany  even  notes  for  small  amounts.  Adequate  showing  is 
also  required  of  the  responsilHlity  and  character  of  makers  of  collateraled  paper. 

If  paper  is  not  of  satisfactory  quality  the  rig^t  is  recognized  of  requiring  additional 
collateral,  but  there  seem  good  grounds  for  believing  that  no  member  bank  can  be 
operating  wisely  whose  paper  is  normally  of  such  inferior  quality  that  it  will  not 
meet  the  moderate  requirements  imposed.  In  no  instance,  thus  fav,  has  additional 
collateral  been  required. 

Progressive  excellence  in  the  character  and  form  of  paper  offered  for  rediscount  is 
expected .  At  the  outset  it  is  obvious  that  more  can  not  be  exacted  than  that  a  mem- 
ber bank  shotdd  offer  the  best  paper  which  it  thai  has,  but  it  would  seem  entirely 
proper  that  there  shoidd  be  progressively  rigid  requirements,  under  which,  as  a 
:x>ndition  of  approval,  a  member  bank's  paper  should  conform  to  a  higher  standard 
iher  a  year's  experience  than  in  its  initial  offerings.  So  far  as  has  been  possible, 
technicalities  have  been  waived  to  avoid  refusal  of  offerings,  deficiencies  being  pointed 
)ut  for  betterment  of  subsequent  offerings. 

Open-Market  TBANaAcnoNS. 

Under  the  authority  to  engage  in  open-market  transactions  there  have  been  bought 
U,010,000  of  United  States  2  per  cent  bonds  (Table  5),  and,  through  the  Federal 
Reserve  Banks  of  New  York  and  Boston,  certain  bankers'  acceptances  (Table  3), 
ind  municipal  warrants  (Table  4).  Bankers'  acceptances  have  been  bought  at  rates 
ys  low  as  2  per  cent  basis  and  municipal  warrants  at  only  slightly  higher  rates.  Thus 
ar  borrowers  in  this  district  have  not  offered  important  amounts  of  obligations  of 
his  character,  as  they  doubtless  will  when  they  realize  the  opportunity  offered  to 
inance  transactions  of  a  certain  character  at  such  advantageous  rates.  States  of  this 
[istrict  will  also  doubtless  authorize  municipal  warrants  of  eligible  character  when  it 
s  realized  that  temporary  municipal  borrowings  can  be  n^otiated  at  such  low  rates. 

By  such  open-market  investments  a  Federal  Reserve  Bank  may,  within  reasonable 
Lmits,  earn  what  it  chooses,  independently  of  rediscounts  for  member  banks.  For 
his  reason  it  is  clear  that  no  member  bank  should  ever  feel  an  obligation  to  rediscount 
nth  the  Federal  Reserve  Bank  for  the  latter's  supposed  benefit. 

Eabninos. 

The  total  net  earnings  from  April  1,  1915,  to  November  30,  1915,  have  exceeded 
he  current  expenses  of  that  period  (Table  8),  although  current  expenses  since  organi- 
ation  exceed  current  earnings  by  $9,521.80.  Oiganizatlon  expenses  are  carried  at 
33,626.49  and  cost  of  printing  Federal  Reserve  notes  $34,394.27.  The  latter  item 
as  been  reduced  by  $526.30,  the  pro  rata  amount  for  notes  unfit  for  circulation  which 
ave  been  canceled.  A  condition  in  which  reserves  in  excess  of  legal  requirements 
ave  steadily  increased  during  more  than  12  months  naturally  restricts  the  volume 
f  api^cations  for  rediscoimt.  Total  rediscounts  made  during  the  month  of  November, 
915,  aggregated  only  $119,072,  the  smallest  of  any  month  since  November,  1914. 
^ther  income  has  been  derived  through  the  purchases  mentioned  of  bankers'  accept- 
aces,  municipal  warrants,  and  United  States  bonds. 

The  fear  sometimes  expressed  that  deficiency  in  earnings  will  be  made  up  by 
gseasments  on  member  banks  may,  I  aasimie,  be  dismissed  as  beyond  the  proba- 
ilities.  The  relative  imimportance  of  these  expenses  will  be  appreciated  when  it 
I  realized  that  their  annual  rate  represents  approximately  two  one-hundredths  of  1 
er  cent  of  the  loans  and  investments  of  the  member  banks  in  this  district.  In  other 
ords,  if  the  income  rate  upon  their  investments  were  6  per  cent,  it  would  reduce 
iiB  to  only  5.98  per  cent  if  the  expenses  were  paid  entirely  tapp  "  *  ■*  ^  ns  of  mem- 
er  banks.  _^ 

'While  there  seemB  no  economic  defense  for  an  efhM^  ins  to 

cnploy  a  Federal  Reserve  Bank's  funds  for  the  puqnV  '  '*% 
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may  be  called  the  psychological  importance  of  reasonable  eamingB  seems  so  gmt « 
to  become  a  well-defined  economic  factor.  The  view  that  effort  to  maks  esni^ii 
now  nndesiiable  of  coune  has  its  basis  in  the  belief  that  greatest  protectian  to  buha 
interests  will  be  had  by  withholding  the  Federal  Reserve  Bank's  credit«xUB&s 
power  so  as  to  have  it  available  when  need  arises.  But  those  holding  this  Tiev  ip 
underestimate  the  economic  importance  of  present  popular  approval' and  unqnilife. 
faith  in  Ihe  success  of  the  Federal  reserve  sjrstem.  Kamings  constitiite  the  peoff  <* 
success  applied  by  a  laige  section  of  the  public,  including  many  banken.  It  is  ck 
acteristically  human  to  uphold  the  successful  enteiprise  and  to  obstruct  the  ter"- 
cessful.  A  smaller  percentage  of  money  reserve  coupled  with  unqualified  wppiari. 
will  constitute  more  potent  power  of  support  than  laiger  reserves  with  less  of  pr^ 
confidence. 

There  are  collateral  advantages  in  reasonable  earnings.  They  would  jostiiT  *i 
most  rapid  internal  development  along  lines  of  preparation  for  useful  service,  nd  » 
the  development  and  thorough  training  of  the  credit  department,  the  effident  «rr<> 
of  which  is  so  essential  to  discriminating  judgment  in  time  of  strasB  and  in  wind  a. 
eligible  clerks  should  serve  apprenticeship  in  order  to  provide  for  quick  expaoacci ' 
capacity  to  render  vital  service  if  stress  arises;  the  thorou^  development  ol  a  de^ 
ment  of  inf onnation  as  to  conditions  throughout  the  district,  thiou^  which  the  i&^- 
agement  of  the  bank  and  the  Federal  Reserve  Board  would  have  closest  touch  vidts: 
trend  of  credit  conditions.  Naturally  no  development  will  be  earned  far,  the  ctf  r 
whlch  must  be  paid  out  of  capital.  Such  consideiationB  urge  wj^miTiga  well  in  excei " 
current  expenses. 

PUBCHASB  OF  TJnITBD  StATBS  BoNDS. 


One  way  to  accomplish  this  without  impairing  a  Federal  Eeserve  Bank's 
would  be  by  present  purchase  of  United  States  bonds.  The  Federal  Reserve  Bv^ 
are  the  instrumentality  through  which  it  is  designed  that  the  undesirable  bond-0eca>' 
circulation  is  to  be  eliminated.  To  this  end  it  will  become  necessary  for  them  ^^ 
mately  to  buy  the  major  part  of  the  outstanding  2  per  cent  bonds  now  pledged  to  hi  '^ 
circulation.  Exchanged  for  30-year  3  per  cent  bonds  without  the  ctrxrulation  pd': 
lege,  as  provided  by  the  Federal  Reserve  Act,  they  will  gradually  be  boo^t  ^• 
investors  and  this  problem  will  thus  be  permanently  settled  and  real  elasticity  in  ^ 
currency  attained,  the  volume  of  Federal  Reserve  notes  then  expanding  and  Lt 
contracting  according  to  varying  business  requirements.  A  good  many  yean  ? 
necessarily  be  required  to  accomplish  this  result,  but  meanwhile  the  Federal  Vij»r- 
Banks  would  enjoy  a  net  income  averaging  about  1^  per  cent  per  itnunTw  upoa  ib 
amount  of  bonds  held.  By  substituting  their  own  bond-secured  circulation  \y. 
that  of  member  banks  now  outstanding,  the  bonds  would  be  carried  vitb'% 
important  investment  of  reserve  money.  This  would  be  unqualifiedly  true  if  tb? 
present  currency  is  not  redundant  in  volume,  and  the  present  rate  of  redemp^i-' 
indicates  that  it  is  not.  It  is  to  be  observed  too,  if  the  present  volume  of  cuiri 
should  become  redundant  and  consequently  enforce  greater  redemptions,  that,  vt 
this  would  correspondingly  invade  the  reserves  of  the  Federal  Reserve  Buik,  it  v^^ 
be  only  because  of  a  reduced  voltmie  of  cash  transactions  incident  to  inactive  ca 
merce,  when  rediscount  demands  would  be  lig^t.  Heavy  rediscount  demands  v 
appear  only  in  conjunction  with  requirement  for  a  laige  volume  of  currency.  1> 
expanding  volume  of  business  incident  to  the  country's  growth  involves 
a  certain  average  increase  in  the  volume  of  transactions  settled  with  money,  entailB 
the  need  of  an  increasing  volume  of  currency.  A  voliune  of  currency  lediuMfaunt  uy^ 
would  soon  be  inadequate. 

More  certain  progress  in  the  solution  of  this  problem  would  be  assured  if  tfiB  law  vr 
modified  so  that  the  privilege  of  issuing  circulating  notes  should  not  be 


..> 
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national  bank  charters  hereafter  granted  or  in  thoee  extended,  with  a  requirement  that 
Federal  Reserve  Banks  should  buy  the  circulation  bonds  offered  by  member  banks  at 
par  at  the  expiration  of  their  charters. 

Fedbbal  Rbsbrvb  NOTB8. 

Table  7  shows  the  amount  of  Federal  Reserve  notes  issued  and  redeemed  and  the 
States  to  which  shipped.    It  lias  been  deemed  wise  policy  to  pay  out  Federal  Reserve 
notes  whenever  possible  inasmuch  as  their  circulation  in  the  place  of  gold  means  the 
retention  of  gold  in  the  vaults  of  the  Federal  Reserve  Bank  where,  as  a  basis  for  extend- 
ing credit,  it  becomes  a  fortification  and  guaranty  of  stability  of  the  business  situation. 
FeKleral  Reserve  notes  of  this  bank  now  outstanding  are  in  effect  gold  certificates, 
$4,370,000  gold,  equal  to  100  per  cent,  having  been  lodged  with  the  Federal  Reserve 
A^nt  for  tiieir  redemption.    In  conformity  with  authority  conferred  by  the  Federal 
Reeerve  Act  upon  the  Federal  Reserve  Board  to  act  as  a  clearing  house  for  Federal 
Reserve  Banks,  this  gold  has  been  placed  with  the  Federal  Reserve  Board  in  the  form 
of  order  certificates  in  $10,000  denominations.    Settlements  are  made  between  the 
Federal  Reserve  Bank  and  the  Federal  Reeerve  Agent  by  means  of  transfers  in  the 
gold  settlement  fund  without  the  local  handling  of  the  money. 

Check  Collection. 

As  provided  by  the  Federal  Reserve  Act,  and  upon  apian  approved  by  the  Federal 
Reeerve  Board,  this  bank  on  August  1,  1915,  established  in  this  district  a  system  for 
collecting  checks,  141  banks  voluntarily  participating  at  the  outset,  the  number  having 
increased  to  160  at  the  end  of  November. 

Thus  far  checks  have  been  received  from  and  sent  to  only  those  banks  voluntarily 
joining  this  collection  system,  the  depositing  bank  being  credited  and  the  drawee 
bank  concurrently  debited  after  as  many  days  have  elapsed  as  required  for  the  drawee 
bank  to  receive  checks  sent  and  thereafter  send  funds  for  credit  to  o£bet  the  debit 
to  be  made.    To  give  immediate  credit  would  involve  one  of  two  courses: 

(1)  Invest  Federal  Reserve  Bank's  reserve  in  checks  outstanding  for  collection, 
weakening  proportionately  its  power  to  rediscount;  or, 

(2)  Require  member  banks  to  carry  with  Federal  Reserve  Bank  balances  sufficiently 
larger  than  required  for  reserve  piU7>ose6  to  cover  the  amount  of  checks  and  remittances 
In.  transit.  Distances  are  so  great  in  this  district  that  this  would  work  a  palpable 
injustice  to  distant  member  banks.  In  the  case  of  a  Seattle  bank  for  instance,  it 
w^ould  be  necessary  to  have  an  additional  balance  covering  six  days  sendings  which 
vrould  be  in  transit,  three  days  going  and  three  days  returning. 

The  Federal  Reserve  Bank  has  neither  paid  nor  chaiged  exchange  in  these  collec- 
tions.  Thus  far,  however,  important  elimination  of  exchange  charges  can  not  properly 
be  claimed,  as  most  of  the  banks  joining  the  voluntary  system  had  previously  been 
sbccustomed  to  remit  at  par. 

As  yet,  the  volume  of  checks  handled,  shown  in  Table  10,  has  not  been  important, 
!>Tit  would  doubtless  be  increased  if  all  checks  were  received  for  collection  which 
xiembers  of  the  collection  system  would  be  willing  to  have  charged  against  their 
i^counts,  even  if  drawn  upon  or  indorsed  by  member  banks  not  of  the  collection 
lystem  and  nonmember  banks.  Exhibit  L  gives  information  as  to  rates  of  exchange 
rliarged  in  various  parts  of  this  district. 

If  it  be  accepted  as  the  broad  purpose  of  the  Federal  reserve  system  to  stabilize 
rommerce,  then  the  Federal  Reserve  Banks  must  establish  channels  for  the  collection 
>f  checks  which  will  not  become  clqgged  in  a  financial  crisis,  as  in  1907,  otherwise 
wich  a  possible  dislocation  -*•  — *^*"*^  IffOlild  always  remain  a  potential  menace. 
Vppreciation  of  the  impo  W-*-*-  -»  **-  -  <-rhole  financial  and  commer* 

rial  situation,  and  thus  o  ^rm  objections  of  those  who 
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in  spite  of  aspects  unsound  in  present  methods  are  reluctant  to  iorego  preseatexdoop 
chaiges.  Other  provisions  of  the  Federal  Reserve  Act  offer  opportonitieB  for  ooqsIb- 
balancing  profits  not  hitherto  possible. 

State  Banks  and  Trust  Gompanibs. 

State  banks  and  trust  companies  show  many  evidences  of  an  attitude  fawibkit 
the  Federal  reserve  system,  but  defer  application  for  mtoibership  because  no  oecosr; 
of  present  service  impels.    This  bank  regards  each  sound  State  bank  or  traat  com- 
pany as  a  potential  member  of  the  Federal  reserve  system,  having  clear  convict  (    ' 
the  fundamental  importance  of  such  membership.    National  banks  and  the  FedtzL   j 
Reserve  Banks  now  constitute  the  base  of  an  inverted  pyramid  representii^t^ 
entire  credit  structure  of  the  country,  including  all  State  banks  and  trust  compuid 
The  sufficiency  of  that  base  is  not  in  immediate  question,  but  no  State  bank  A/k^ 
fail  to  realize  that  the  safety  of  the  whole  business  situation,  and  consequeutly  n- 
own  safety  and  prosperity,  depend  upon  the  sufficiency  of  that  base,  which  w<jqjc 
obviously  be  greatly  broadened  if  a  laige  section  of  the  State  banks  were  traoifenK 
from  the  superstructure  and  made  a  part  of  the  base  itself. 

It  may  reasonably  be  expected  that  the  more  conservative  State  institutioos  «L 
promptly  secure  any  legislation  necessary  to  authorize  membeiship  and  become  las 
beiB  early  enough  to  avoid  delay  from  congestion  of  applicationa  when  stress  imped? 
The  attitude  of  member  banks  toward  the  Federal  Reserve  Bank  auguTB  veil  i? 
such  ultimate  accessions.  Although  there  are  exceptions,  usually  growing  oat  J 
lack  of  information  of  the  Federal  Reserve  Bank's  methods  and  diaposition,  or  ki 
of  understanding  of  the  Federal  Reserve  Act,  yet  for  the  most  part  there  has  bee 
shown  a  spirit  of  cordial  cooperation,  which  with  better  underetanding  and  acqus' 
ance  is  steadily  growing.  From  those  banks  concerning  aspects  of  whose  conditF: 
it  has  been  necessary  to  make  unfovorable  expression  there  has  come  without  a 
ception  frank  and  cordial  response,  suggesting  the  potentiality  of  this  bank  2r  i 
remedial  influence. 

Powers  of  Trustee,  Executor,  Etc. 

A  list  is  given  herewith  (Exhibit  J)  of  national  banks  in  this  district  to  wfaidi  tki* 
Federal  Reserve  Board  has  granted  special  permits  to  exercise  the  powen  of  tnE>r 
executor,  administrator,  or  registrar  of  stocks  and  bonds. 

It  is  the  opinion  of  counsel  of  this  bank  that  under  the  laws  of  only  one  of  the  (ter?: 
States  constituting  this  district— viz.  Washington — ^may  a  national  bank  act  as  trti^ 
executor,  administrator,  and  registrar  of  stocks  and  bonds;  but  that  also  undef  tb- 
laws  of  California,  Oregon,  Utah,  and  Arizona  it  may  act  as  registrar  of  stocb  t:-' 
bonds.  Enabling  legislation  will  broaden  the  opportunities  of  national  banb : 
render  such  service. 

Conditions  in  Twelfth  District. 

The  outbreak  of  the  European  war  probably  occasioned  less  dislocation  of  tnd' 
and  industry  in  this  district  than  in  any  other,  and  during  the  12  months  past  tis^' 
has  been  a  moderate  but  widespread  improvement  in  general  conditianB. 

Relatively  the  most  unfavorable  effect  of  the  war  has  been  upon  ocean  trampc"^ 
tion,  and  the  temporary  closing  of  the  Panama  Canal  has  been  an  importantly  untov* 
event  for  this  coast.  There  have  been  interesting  developments  in  shipping.  F 
lowing  withdrawal  of  the  Pacific  Mail  steamers  has  come  the  recent  report  of  t- 
purchase  by  the  American  International  Corporation,  to  place  thetn  again  in  fsrc 
trade,  with  intimation  of  important  extension  of  service.  The  Java>-Pacific  line  • 
been  established  by  a  foreign  syndicate.  The  Japanese  line  is  reported  as  doubii 
the  number  of  its  ships.  The  Union  Iron  Works,  of  San  Francisco,  of  irhich  Mr.  i  " 
A.  McGregor  (class  B  director)  is  president,  has  now  under  way  conatractkai  icj" 
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gating  118,000,000.  Not  only  has  foreign  commerce  throuc^  Pacific  ports  increased 
during  the  year  in  spite  of  handicaps,  but  there  seems  prospect  of  continued  large 
expansion. 

Live-stock  interests  of  eastern  Washington,  Oregon,  Idaho,  Nevada,  Utah  and 
Arizona  have  thrived  throughout  the  12  months  past,  and  now  have  satisfactory 
prospects. 

Agriculture  has  prospered.  Grain  growers  of  eastern  Washington,  Oregon,  and 
southern  Idaho  received  extraordinary  prices  a  year  ago,  and  this  year  have  had 
laige  crops,  with  profitable,  though  somewhat  lower,  prices.  Apples  of  Or^on  and 
Washington,  unsatisfactorily  marketed  a  year  ago  because  of  interruption  of  exports, 
have  sold  at  good  prices  this  year.  Hops,  almost  unsalable  a  year  ago,  now  conunand 
excellent  prices.  Growers  of  raisins  and  prunes  have  had  satis&ctory  results,  par- 
ticularly this  year.  Fresh  and  canned  fruits  have  not  been  so  satisfactory.  In  citrus 
fruits,  the  crops  have  been  laige.  Prices  of  lemons  have  been  continuouiBly  demoral- 
ized and  unprofitable.  The  first  two-thirds  of  last  year's  orange  crop  was  sold  at 
unprofitable  prices,  but  the  final  third  conmianded  excellent  prices.  Record  prices 
are  being  paid  for  early  oranges  of  this  year's  crop,  more  than  3,000  carloads  having 
been  reported  as  already  shipped  from  the  Porterville  (Gal.)  district.  Beans  consti- 
tute an  Important  California  crop,  laige  amounts  being  exported.  Last  year's  returns 
were  unusually  large.  The  harvest  this  year  has  also  been  large  and  prices  good. 
The  wine  industry  is  not  prosperous,  and  growers  of  wine  grapes  suffer  accordingly, 
but  table  grapes  have  sold  this  season  in  large  quantities  at  profitable  prices. 

Activity  in  mining  has  steadily  expanded  during  the  past  year,  copper  mines, 
chiefly  centering  in  Utah  and  Arizona,  making  record  output.  Advancing  prices 
are  benefiting  producers  of  silver,  the  output  of  which  has  a  value  approximating 
two-thirds  that  of  the  gold  produced  in  this  district,  including  Alaska.  Interest  in 
gold  mining  is  reported  as  increasing.  One  of  the  interesting  gold  producers  is  a 
large  corporation  reclaiming  many  thousands  of  acros  in  the  Sacramento  Valley  by 
building  dikes  and  incidentally  washing  out  gold  from  the  earth  handled  to  pay  the 
coet  of  the  development. 

Lumbering,  constituting  60  per  cent  of  the  conmierce  and  industry  of  Washington 
and  Oregon,  has  been  greatiy  depressed  until  recentiy,  when  important  buying, 
including  some  on  the  part  of  railroads,  has  imparted  a  better  tone.  There  is  al^K) 
increase  of  new  building.    The  outiook  is  much  improved. 

The  x)etroleum  industry,  likewise  depressed  a  year  ago,  has  of  late  shown  expand- 
ing consumption  with  advancing  prices.  The  production  approximates  100,000,000 
b&rrels  per  annum. 

Producers  of  Hawaiian  sugar  have  been  receiving  extraordinary  returns  this  year, 
ixL  contrast  with  disastrous  conditions  predicted  before  the  outbreak  of  the  war. 
Important  dealings  in  stocks  of  sugar  companies  have  resulted. 

Fisheries,  one  of  the  important  industries  of  the  Pacific  coast,  have  prospered 
luring  the  past  12  months,  the  salmon  pack  of  Alaska  being  larger  than  ever  before. 
Flxis  is  one  of  the  imjKxrtant  items  of  the  industries  of  Alaska,  whose  total  commerce 
:&ow  approximates  $100,000,000. 

Samings  of  the  principal  railroads  operating  in  this  district,  now  at  record  point, 
i^ve  continuously  expanded  throughout  the  past  12  months,  evidencing  the  rising 
.rolume  of  general  conunerce  and  industry. 

This  district  is  enormously  rich  in  natural  resources  and  Borpte&BB  in  variety  of 
>inodiicts.  Harvesting  of  some  character  is  always  in  progress— as,  for  instance,  in 
:±'truB  fruits,  lemons  are  gathered  continuously  the  year  round;  the  tot  oranges  are 
^thered  in  November  and  picking  continues  through  the  bo^  '         1[>ring, 

iXkd  summer;  strawberries  ripen  every  month;  there  am  j  "ibles. 

TYke  distribution  of  harvesting  throughout  the  year  balaMl  "* 

.^Ainst  new  requirements  in  a  remarkable  way.    An  U|r 
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interests  of  Idaho  borrow  in  the  spring  and  liquidate  in  the  fall,  ^diile  those  of  Arirci 
borrow  in  the  fall  and  liquidate  in  the  spring.  Proceeds  from  the  sale  of  early  produ  l* 
provide  the  means  to  meet  later  requirements  in  the  same  locality ;  the  same  ptod  jr^ 
matures  in  different  sections  at  such  diverse  times  that  the  realized  pfoceedf  c!  i 
harvest  in  one  part  would  finance  the  harvest  needs  of  another. 

There  is  probably  less  of  a  peak  credit  load  in  this  district  than  in  any  other,  i:-: 
seemingly,  if  its  credit  resources  are  mobilized,  they  will  rarely  fail  to  suffice  k:  :l* 
commercial  needs.  Bank  deposits  have  shown  laige  gains  within  12  moothi,  ai: 
bank  clearings  reflect  important  increase  in  the  volume  of  transacticMia. 

A  plan  of  cooperative  credit,  directly  benefiting  farmers,  and  incidentally  cmti:: 
paper  admirably  eligible  for  rediscoimt  with  the  Federal  Reserve  Bank,  has  W 
developed  at  Weiser,  Idaho,  which  is  interesting  because  of  succeaaful  operatioii,  o: 
unusual  because  under  it  creditors  instead  of  debtors  cooperate. 

There  are  abimdant  evidences  of  continuous  progress  throughout  the  district  i:> 
growth  in  both  wealth  and  population.  The  Federal  Reserve  Bank  of  San  FrsDo^ 
has  a  great  field  and  large  opportimity  for  useful  service. 


Table  1. — Statement  of  condition  of  Federal  Reserve  Bank  of  San  JPhranciteo,  Nlh.  ' 

1915. 

BESOUBCES. 
Bills  discounted: 

Members f»  r  - 

Bought 5H  ^^ 

Investments,  municipal  wananta I.IE..-.: 

United  States  bonds  on  hand I^OJd  i"  - 

Interest  accrued  on  United  States  bonds S..« 

Organization  expense XJ  •  -v 

Cost  of  Federal  Reserve  notes a  **- 

Furniture  and  equipment Si- 

Current  expense 1. 

Profit  and  loss «.:::.' 

Due  from  other  Federal  Reserve  Banks: 

Collected  ftmds S2,449.2g6.« 

Items  in  transit 432.890.23 

■ 2.8R1K" 

Exchanges  for  clearing  hoose S-.  > 

Transit  account 15. ' 

National-bank  notes  and  notes  of  other  Federal  ReserveBanks £ 

Federal  Reserve  notes  on  hand. 1,535.  iv 

Nickels  and  cents c 

Reserves: 

Gold  settlement  llmd $7,596,00OlQO 

Due  from  Treasurer  of  United  States,  gold  redemption  ftmd  (Fedenl 

Reserve  notes) 21 ,  62&  00 

Gold  bullion  and  coin 347,O4&.00 

Gold  certificates 5,454,840.00 

Silver  certificates 9,657.00 

Legal  tender  notes 16, 810. 00 

Silver  coin 26.65 

Total  reserve 1X,3SS  PJ- 


Total  resources a.aio.nv. 

LIABILITIES. 

Capital  paid  in S3.941  >• 

Capital ,  suspense  account '>• 

Unearned  discount 5.  v- 

Due  to  other  Federal  Reserve  Banks 19  1  ' 

Due  to  member  bulks 17,32:  ." 

Expensechecks :♦ 

Cashiers'  checks  outstanding v 

Deferred  credits 15  a- 

Federal  Reserve  notes $4 ,  370,  OOa  00 

Less  gold  with  Federal  Reserve  Agent  for  retirement  of  Federal  Reserve  notes. .    4, 370,000. 00 


Total  liabUIties 21,3ia 
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Tablb  7. — Federal  Reserve  notes — Federal  Reserve  AgenVs  account  to  Nov.  SO,  1915, 

induaive. 

Beoeiyed  from  oomptroUer: 

5-dollar  Federal  Beserve  notes $4,160,a» 

10-doIlar  Federal  Beeerre  notes 2.780,000 

30-doUar  Federal  Beserve  notes 1 ,  680, 000 

fiOKlollar  Federal  Beserve  notes 600,000 

lOO-doUar  Federal  Beserve  notes 800, 000 

110,6081  Ik 

On  band  Nov.  90, 1915,  p.  m.: 

5-doUar  Federal  Beserve  notes 2,360,000 

10-dollar  Federal  Beserve  notes 1,600,000 

20-dollar  Federal  Beserve  notes 640,000 

50-dollar  Federal  Beserve  notes , 400, 000 

100-doIlar  Federal  Beserve  notes 400. 000 

&.40D,o<r 

Issued  to  Federal  Beserve  Bank 4.60lJi 

Beoeived  from  Federal  Beserve  Bank  and  sent  to  Comptroller  of  Currency  for  cancellattoo  and 
destruction t 236.  V 

Federal  Beserve  notes  outstanding 4.37D.ii 

Deposited  by  Federal  Beserve  Agent  wltb  Federal  Beserve  Board  in  tbe  form  of  gold  order 
certificates  in  $10,000  denominations,  for  redemption  of  Federal  Beeerve  notes 4.3?^.9i 

Beceived  lh>m  Federal  Beserve  Agent 04,600,000 

Returned  to  Federal  Beserve  Agent  for  redemption 290,000 

Net  total  received  fh>m  agent 4,376,91^ 

In  vaults  of  bank  Nov.  30, 1915 l,515.ts 

Federal  Beserve  notes  in  hands  of  public 2,  SH,  :i» 

Beceived  ftom  Federal  Beserve  Agent 4,600  isw 

Delivered  to  Federal  Beserve  Agent  for  redemption 2B.aM 

Net  amount  notes  received 4.33I}.«li 

Redeemed:  

Member  banks tS70,9IS 

Other  Federal  Beserve  Banks 1M,68S 

Total  redemptions 564,SK 

4  984  A 
On  hand  Nov.  30, 1015 l!s2&4«e 

Total  amount  of  issues  and  reissaes S,  91  ^ 

Distribution  approximately  as  follows: 

Paid  over  counter «2,UD.?» 

Califomia SSS  bii 

Washington 8>.""i 

Utah SO'" 

Idaho 1  ft* 

Oregon 3.i« 

Total 8,393  44S 

Tablb  8. — Earnings  of  the  Federal  Reserve  Bank  of  San  Francisco,  Nov.  16,  1914,  t- 

Nov.  30, 1916, 


Eaminss  from: 

Bilu  discounted  member  banks. 

Bills  purchased  (acceptances) . . . 
Investments: 

United  States  bonds , 

Warrants , 

Sundry  profits , 


Total  earnings. 


Amomt 
invested. 


68,090,186.00 
12,870,481.58 

1,010,000.00 
2,661,863.66 


T 


Total 

NOT.U 

1014. 


LI* 

iei»T47«' 
17,25.-  r 

1.35.-  * 


1I»,19C  t 


1  No  doubt  many  of  these  were  shipped  to  country  bank  oonrespondenta. 
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Tablb  SA.^ExpendUwres  of  the  Federal  Reserve  Bank  of  San  Frandeeo  to  Nov,  SO,  1915. 


Total  ainoe 
Not.  16, 1914. 


1.  CxTBBiNT  Expenses. 

Federal  Reaarva  Board  afloeaoment  for  genaral  expenses,  manthly  proportion . 

Federal  adTlsory  oooncU  (fees) 

Directors'  fees 

fees 


Legal 
SaJark 


tries: 

Bankoffloen 

Clerical  staff 

Special  officers  and  watchmen 

Trayeling  expenses: 

Directors 

OiBoerB  and  clerks- 
Federal  Reserve  Aijents'  conferences 1018. 70 

Advisory  cotmdla 960.00 

Governors'  conferences 2, 064 .  74 

Witliin  twelfth  district. 1,286.84 


Total 

Per  diem  allowance  of  directors. 

Telephone 

Telegraph 

Postage 

Expressage 

Rent. 


Insurance  and  iM^miums  on  fidelity  bonds. 

Ligfa  t,  heat,  and  power 

Printing  and  stationery 

Repairs  and  alterations 

All  other  expenses,  not  elsewhere  specified. 
Federal  Reserve  notes,  ooat 


Total  carrent  expenses 

2.  Oboanization  Expenses. 

[Carried  from  current  expenses,  account  expenses  prior  to  Nov.  16, 1914.] 

San  Frandaco  clearing  house  membenhip $1,000.00 

Alterations  to  banking  quartets 1,568.06 

Traveling  expenses  October  oonferenoe,  1914, 9  directors  and  governor 4, 007. 00 

Express  on  coin  and  currency  in  connection  with  initial  payments  of  capital 

stock  and  reserve 6,082.09 

Afleessments  of  Federal  Reserve  Board 13,817.08 

Stationery  (ordered  by  Federal  Reserve  Board) 6,952.27 


Total. 


3.  Cost  or  Federal  Reserve  Notes. 

Cost  of  nuLQUilBCtnrlng  3,212,000  notes,  amounting  to  128,940,000 631,373.60 

Cost  ot  expressage,  180,000  notes,  amounting  to  n,000,000 $1,000. 00 

Cost  of  postage  and  insurance,  028,000  notes,  amounting  to  $8,000,000.    2, 499. 88 

3, 499. 88 

Sundry  costs 47.10 


Amortisation  (mannfscturing)  40,000  notes,  amoontiiicto  $230,000.       380. 70 

Amoftliatioin  expressage  40,000  notes,  amounting  to  ^30,000 115.00 

Redemption  cost 20.60 


34,020.67 


526.30 


Total. 


4.  Equipment. 


Furniture  and  fixtures. 
Vaults. 


032.36 


M«M>>tt«jM    ly^MMuritAm^  a/lHing  mafthlnflw,  wflftlaa^  ate 4,808.02 

Total  equipment f 

Total  expendituies 


$6,550.33 
2,620.66 


42,125.00 

27, 788.  as 

110.00 

168.00 


5,800.88 

345.00 

402.15 

349.15 

1,773.21 

287.38 

16,876.44 

871.91 

285.40 

5,333.83 

4,078.79 

2,411.58 

526.30 


118,712.23 


33,626.40 


84,304.27 


6,235.37 


191,968.36 
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Table  10. — IrUradistrict  eoUectiarufor  August,  September,  October,  and  November. 

NUMBER  OF  BANKS  IN  COLLECTION  SYSTEM. 

Aug.l 141 

NoT.30 100 

NUMBER  OF  BANKS  DEPOSITINO  CASH  LETTERS,  AND  ITEMS  RECEIVED   FOR 

DEFERRED  CREDIT  DURING  THE  PERIOD. 


Number 
of  banks. 


Cash 
letters. 


Items. 


Average 
per  letter. 


Ifembera  of  ooUectUm  system 

Faying  desk  and  nonmembers  of  ooUecUon  system . 


Total. 


Cash  letters  and  items  outgoing  dming  the  period: 

Members  of  coUection  system 

Nonmembers  of  oollecticn  system 


Total. 


30 
22 


52 


110 
34 


144 


215 


3,035 
111 


3,146 


1,137 
91 


3.040 
97 


1,228 


3,146 


14.1 


2.8 
LI 


2.6 


TOTAL  AMOUNT  RECEIVED  DURING  PERIOD. 


Amount. 

Average 
per  item. 

Average 
per  letter. 

From  monbers  of  collection  system 

1244,547.00 
65,967.00 

S80.58 
994.21 

$1,137.42 

From  nflnni<v|nl;iMr!i  of  collACtion  svstoin  and  pAvinff  dusk, , 

Total 

310,504.00 

08.70 

TOTAL  AMOUNT  SENT  DURING  PERIOD. 


To  members  of  collection  system 

To  nonmembers  of  collection  system. 


Total. 


S216,110.00 
94,394.00 


310,5<H.OO 


170.87 
973.13 


96.70 


1190.70 
1,037.29 


2B2.S5 


2'day  points.. 
4-day  points.. 
6-day  points.. 
8-day  points.. 
10-day  points. 


Total. 


Items  received  on— 


Number. 


2,272 

701 

84 

68 

21 


3,146 


Percent. 


72.2 

22.3 

2.7 

2.1 

.7 


100.0 


Amount. 


$193,304 

92,812 

18,344 

5,257 

787 


310,504 


Percent. 


62.2 

29.9 

5.9 

L7 

.3 


100.0 


Collection  system  inaugurated  Aug.  1. 
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Exhibit  A. 
Outline  and  area  of  dUtrict, 
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Exhibit  F. 
Seoional  denutndfor  loang  and  prevailing  iniereH  rates. 


ArisooA. 


CAlltoniia: 

ImparialVaOij. 


fltfiDkco 

Los  Aj]fel«8  and  aiHaosit 
ooontks. 


San  Joaquin  Valley.. 

San  Flrandsoo 

Sacramanto  VaU«y. . 
Northflm  CaUSonila. 


Idaho: 

Soathom 

Eastern 

Northam 

Navada. 

Orqion: 

Coiit 

Soatham , 

Columbia  Rlvar  VaUqr.. 


WlllamattaVallqr. 


Utah: 

Cantral  and  nortbm . 


Saaaooal  damand. 


Saotambar,^ 
I>aoambar, 


Ootobar,  Novambar, 


l^pdng  and  aarlyfall. 


FabruarytoJnna. 
Conttamona , 


Spring  and  lata  autumn. . 


Hifl^t  paak  Novembar;  local 

damand  unifdrm. 
Spring  and  lata  summar. 


Early  somnur  and  fall. 


Fabmary  toJnne 

July,  August,  September. 

February  to  June 

Fall  of: 


FalL 

August  and  Septonber 

September    to    January    and 
spring. 

August  to  November 

Late  summer  and  fall 


Balance  of  State., 
Washington: 

EastiBm 

Western , 


Spring  and  fall... 
January  to  April. 


Late  summer  and  fall. 
Spring  and  fall 


Used  for- 


Cattle  busbMBS. 


Alfalfa,  dairying,  ootton,  oan- 

telonpca. 

Lemons,  mercantile 

Dairying,  sugar  beets,  alfalfa, 

oranges,  lemons,  walnuts, 

beans. 
Lire  stock,     grain,    grapes, 

peaches,  apnoots,  aludfa. 
Taxes,  meroantlle  business.. . . 

Hops,  rffalfa, jr^,  mpm, 
small  fruit,  Ure  stoek. 

Live  stock,  grain,  dairying, 
lumbering. 

AlCalfiayUvestoQk,  wool,grain. . 

Live  stock,  wool,  grain 

Live  stock,  lumber. 

livestock 


Lumber,  flsh  packers. 

Apiculture,  live  stock 

Live  stock,  grain,  lumbar, 

wool,appleB. 
Apfrtes.  hops,  dairying,  grain. . 
Orain,  live  suck 


Sugar  beete,  hay,  grain,  fruit, 

livestock, 
live  stock 


Graiu/liva  stock 

Livestock,  lumber,  Ush  can- 


Bale. 


8 


»-10 

7-10 
6M 


6-10 

6-7 
6-10 


6-10 

10 

10-13 

6-8 

6-8 

6-8 
0-8 

0-8 

8-10 

8-10 

8-13 

0-8 
6-8 


Exhibit  G. 
Effect  upon  income  of  member  banks  by  establishing  Federal  Reserve  System. 


Country  bank: 
Oldsystem— 

Deposits 000,000 

Besave 16,000 

Loanable 86,000,  at  6  per  cent. 

Of  reserve 0,000,  at  3  per  cent. 

Ncnr  system- 
Deposits 100.000 

■^             13,000 


16,100 
180 


Loanable 88,000,  at  6  per  cent.. 

Beoerve  dty  bank: 
Oldsysten^— 

Deposits 100,000 

^  36,000 


16,280 


6,380 


Loanable 76,000,  at  6  per  oent.. 

Of  reserve 13,600,  at  3  per  cent.. 

Hew  system — 

Deposits 100,000 

16^000 


4,600 
250 


4,780 


Loanable 86^000,  at  6  per  cent 6,100 

Gain  under  new  system 3S0 

Central  noservo  city  bank: 
Old  system— 

Dapodts 100,000 

"~  36,000 

4,800 


Loanable 

Gain  under  new  system 
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This  takes  no  account  of  permission  under  old  system  to  include  5  per  cent  redemp- 
tion fund  in  reserve,  and  in  computing  amount  against  vhicli  reserve  was  requiied, 
to  deduct  national-bank  notes  from  deposits.  But  to  offset  this,  no  account  is  taken 
of  the  fact  that  under  the  new  system  only  5  per  cent  reserve  is  required  against  time 
deposits. 

EFFECT  UPON  INCOME  BY  INVESTMENT  IN  CAPITAL  OF  FEDERAL  SB8BRVS  BAJfC. 

Loans  and  investmentsof  member  banks  in  twelfth  district  approximate  $600,000,000. 
One-half  the  subscribed  capital  of  Federal  Reserve  Bank  oi  San  Francisco,  ctUed 
iot  payment,  approximates  $4,000,000;  that  is,  two-thirds  of  1  per  cent  of  the  invest- 
ments. 

Old  system,  loons $100,000,  at  6  per  oent |S.(QO 

New  system 99,333,  at  6  per  oent....   &,W0 

Two-thirds  of  1  per  cent 667         Lioas « 

Aside  from  dividends,  assuminfi;  equal  deposits,  the  gain  in  income  of  centnd  reserve 
city  and  reserve  city  banks,  as  shown  in  the  foregoing,  would  greatly  exceed  the  Ion 
because  of  investment  in  capital  of  Federal  Reserve  Bank.  Country  banks  would 
gain  in  power  to  increase  loans  by  reason  of  reduction  of  5  per  cent  of  reserve  required 
against  time  deposits.  In  any  event,  an  increase  of  loans  to  the  extent  of  two-thiidB 
of  1  per  cent  would  offset  the  loss  of  income  because  of  capital  investment  zegaxdkBB 
of  dividends,  which  will  be  earned  in  due  time  and  are  cumulative. 


Exhibit  H. 
Bt-Law8,  Fbdebal  Reserve  Bank  of  San  Francisoo. 

Article  I. — Directors. 

Section  1.  Quorum, — A  majority  of  the  directors  shall  constitute  a  qnoruin  for  th« 
transaction  of  business,  but  less  tlian  a  quorum  may  adjourn  from  time  to  time  until 
a  quorum  is  in  attendance. 

8eo.  2.  Vacancies. — ^As  soon  as  practicable  after  the  occurrence  of  any  vacancy  in 
the  membership  of  the  "board  the  chairman  of  the  board  shall  take  such  steps  as  may 
be  necessary  to  cause  such  vacancy  to  be  filled  in  the  manner  provided  by  law. 

Sec.  3.  Meetinas. — ^There  shall  be  a  regular  meeting  of  the  board  every  first  and 
third  Tuesday  of  each  month  at  11.30  o'clock  a.  m.,  or,  if  that  day  be  a  holiday,  oo 
the  first  preceding  full  business  day.  The  chairman  of  the  board  may  call  a  special 
meeting  at  any  time,  and  shall  do  so  upon  the  written  request  of  any  three  directof« 
or  of  the  governor,  r^otice  of  regular  and  special  meeting  may  be  given  by  mail  or 
by  telegraph.  If  given  by  mail,  such  notice  shall  be  mailed  at  least  six  days  b€*f<?« 
the  date  of  the  meeting.  If  given  by  telegraph,  such  notice  shall  be  dispatched  &t 
least  three  davs  before  the  date  of  the  meeting.  Notice  of  any  meeting  may  be  dis- 
pensed with  if  each  of  the  directors  shall  in  writing  waive  such  notice. 
^  Sec.  4.  Powers. — ^The  business  of  this  bank  shall  be  conducted  under  the  supervi- 
sion and  control  of  its  board  of  directors,  subject  to  the  supe^^vision  vested  by  law  ic 
the  Federal  Reserve  Board.  The  board  of  directors  shall  appoint  the  officeis  and  fix 
their  compensation. 

The  board  may  appoint  legal  counsel  for  the  bank,  define  his  duties,  and  fix  hif 
compensation. 

^  Sec  6.  Special  committees. — Special  business  of  the  bank  may  be  referred  frco 
time  to  time  to  special  committees,  which  shall  exercise  such  powers  as  the  boaid  mar 
delegate  to  them. 

Sec  6.  Order  of^  business. — ^The  board  may  from  time  to  time  make  such  rcig^alatioiBs 
as  to  order  of  business  as  may  seem  to  it  desirable. 

Article  II. — Executive  committee. 

Section  1.  How  constituted.— -There  shall  be  an  executive  committee  conwiprtiiy  ci 
the  governor,  the  Federal  Reserve  Agent,  and  one  or  more  directors;  the  m0DCkb€r  v? 
members  of  the  committee  chosen  by  the  board  shall  serve  during  the  pleasura  of  th-; 
board  or  for  terms  fixed  by  it.  Not  less  than  three  members  of  the  committee  shai 
constitute  a  quorum  for  the  transaction  of  business,  and  action  by  the  committee  s 
be  upon  the  vote  of  a  majority  of  those  present  at  any  meeting  of  its  committee. 
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The  committee  shall  have  power  to  fix  the  time  and  place  of  holding  regular  or 
special  meetings  and  the  method  of  giving  notice  thereof. 

Minutes  of  all  meetings  of  the  executive  committee  shall  be  kept  by  the  secretary, 
and  such  minutes  or  digests  thereof  shall  be  submitted  to  the  members  of  the  board  of 
directors  at  its  next  succeeding  meeting.  Such  minutes  shall  be  read  to  the  meeting 
if  required  by  any  member  of  the  board. 

Sec.  2.  Poti^ers.-^ubject  to  the  supervision  and  control  of  the  board  of  directors, 
a8  set  forth  in  Article  I,  section  4,  the  executive  committee  shall  have  the  following 
powers: 

To  paas  upon  all  commercial  paper  submitted  for  discount.  ^ 

To  initiate  and  conduct  open-market  transactions. 

To  recommend  to  the  board  of  directors  from  time  to  time  changes  in  the  dis- 
count rate. 

Sd)  To  buy  and  sell  securities. 
e)  To  apply  for  and  provide  for  the  security  of  such  Federal  Reserve  notes  as  may. 
in  the  judgment  of  the  committee  or  of  the  board,  be  necessary  for  the  general 
requirements  of  the  bank. 

(j)  To  employ  or  to  dele^te  to  officers  of  the  bank  authority  to  employ  clerks  and 
other  subordinates,  and  to  define  their  duties  and  to  fix  their  compensations. 

(g)  To  approve  bonds  furnished  by  the  officers  and  employees  of  the  bank  and  to 
provide  for  their  custody. 

{h)  In  general,  to  conduct  the  business  of  the  bank,  subject  to  the  supervision  and 
control  ofthe  board  of  directors. 

Abticle  III. — Officers. 

Sbction  1.  The  board  of  directors  shall  appoint  a  governor,  a  deputy  governor, 
a  secretary,  and  a  cashier,  and  shall  have  power  to  appoint  sucn  other  officers  as  the 
board  may  from  time  to  time  determine  to  oe  necessary  and  appropriate  for  the  con- 
duct of  the  business  of  the  bank.  The  offices  of  deputy  governor,  secretary,  and  cash- 
ier, or  any  two  of  them,  may  be  held  by  one  persoUj  in  the  discretion  ot  the  board. 
The  officers  chosen  by  the  board  shall  hold  office  diurmg  the  pleasure  of  the  board. 

Seo.  2.  Federal  Reserve  Agent. — The  Federal  Reserve  Agent,  as  chairman  of  the 
board,  shall  preside  at  meetings  thereof.  Copies  of  all  reports  and  statements  made 
to  the  Federal  Reserve  Board  shall  be  filed  with  the  Federal  Reserve  Agent. 

Sec.  3.  Deputy  Federal  Reserve  Agent. — In  the  absence  or  disability  of  the  Federal 
Reserve  Agent  his  powers  shall  be  exercised  and  his  duties  performed  by  the  Deputy 
Federal  Reserve  Agent,  who  may  perform  such  other  services  as  shall  be  prescnbed 
by  the  board  of  directors  not  inconsistent  with  his  duties  as  provided  by  law. 

Seo.  4.  The  governor. — Subject  to  the  supervision  and  control  of  the  bomrd  of  direc- 
tors, the  governor  shall  have  general  charee  and  control  of  the  business  and  affairs  of 
the  bank  and  he  shall  be  the  chairman  of  the  executive  committee.  He  shall  have 
power  to  make  any  and  all  transfers  of  securities  or  other  property  of  the  bank  which 
may  be  authorized  to  be  sold  or  transferred  by  the  executive  committee  or  by  the 
board.  The  governor  shall  have  power  to  prescribe  the  duties  of  all  subor<unate 
officers  and  agents  of  the  bank  where  such  duties  are  not  specificsdly  prescribed  by 
law  or  by  the  board  of  directors  or  by  the  by-laws.  The  governor  may  suspend  or 
remove  any  employee  of  the  bank. 

Sec  5.  The  deputy  governor. — In  case  of  the  absence  or  disability  of  the  governor 
his  powers  shall  be  exercised  and  his  duties  discharged  by  the  deputy  governor,  and 
in  case  of  the  absence  or  disability  of  the  deputy  governor  the  Doard  shidl  appoint 
one  of  the  other  directors  governor  pro  tempore.  The  duties  of  the  deputy  governor 
shall  otherwise  be  such  as  may  be  prescribed  by  the  board  of  directors  or  by  the 
governor.  In  case  the  board  shall  deem  that  the  business  of  the  bank  requires  the 
appointment  of  one  or  more  assistant  deputy  governors,  it  shall  have  aumority  to 
appoint  such  assistant  deputy  governor  or  governors  ana  ehall  prescribe  and  define 
his  or  their  duties. 

Sec  6.  The  secretary. — ^The  secretary  shall  keep  the  minutes  of  all  meetings  of  the 
board  and  of  all  committees  thereof.  He  shall  have  custody  of  the  seal  of  the  bank, 
with  power  to  afi^  same  to  certificates  of  stock  of  the  bank,  and  by  authority  of  the 
board  or  the  executive  committee  to  such  other  instruments  as  may  from  time  to  time 
be  required.  The  board  of  directors  may,  in  the  absence  or  disability  of  the  secretary, 
or  upon  other  occasion  where  in  the  discretion  of  the  board  greater  convenience  can 
be  attained,  appoint  a  secretary  pro  tempore  or  empower  one  or  more  officers  to  affix 
the  seal  of  the  bank  to  certificates  of  stock  or  other  instruments.  The  secretary  shall 
perform  such  other  duties  as  may  from  time  to  time  be  prescribed  by  the  board  of 
directors,  the  executive  conunittee,  or  the  governor. 
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Sec.  7.  The  cashier, — ^The  cashier  and  at  least  one  other  officer  designated  by  the 
board  of  directors  shall  have  the  joint  ciistody  of  all  moneys,  investments,  and  securi- 
ties of  the  bank,  subject  to  such  rules  as  the  board  ma>r  aaopt  for  their  safety.  He 
shall  perform  such  other  duties  as  may  be  assigned  to  him  from  time  to  time  by  the 
executive  committee,  the  board  of  directors,  or  the  governor. 

Article  IV. — Certifioates  of  ttock. 

Section  1.  Signature. — All  certificates  of  stock,  or  of  payment  of  or  on  account  of 
stock  subscriptions,  shall  be  signed  by  the  governor  or  a  deouty  governor  and  the 
secretary  or  cashier,  or  such  other  officers  as  may  be  prescribed  oy  the  board,  and  such 
certificates  shall  bear  the  corporate  seal. 

Abticle  V. 

Section  1.  Btuineee  hour$. — ^The  bank  shall  open  for  business  from  10  oVlock  to 
3  o'clock  on  each  day  except  Sundavs  or  days  or  parts  of  davs  established  as  leg&i 
holidays,  and  on  Saturdays  from  10  o  clock  to  12  o'clock. 

Article  VI. — AmendmenU, 

These  by-laws  may  be  amended  at  any  r^nilar  meeting  of  the  board  by  a  majority 
vote  of  the  entire  board :  Providedy  hotoever,  That  a  copy  ofsuch  amendment  shall  have 
been  delivered  to  each  member  at  least  10  days  prior  to  such  meeting. 


ExHiBrr  I. 
Discount  rates. 


Regular  papor. 


Nov.  16, 1914.. 
D«c.2,1914.... 
Dec.  16, 1914... 
Dec.  81, 1914... 
Jan.8,i916.... 
Jan. »,  1916... 
Mays,  1916.... 
June  26, 19161.. 


Not  ex- 
oeeding 
10  days. 


Percent. 
6 

4 

4 

3} 
3 


Over  10 

and  not 

exceeding 

aOdays. 


Per  cent. 

? 

4 
4 
Si 
8i 


Over  30 

and  not 

exceeding 

00  days. 


Over  SO 

and  not 

exceeding 

90  days. 


Percent. 

Percent. 

6i 

<4 

0 

6 

11 

6 
6 

6 

6 

4 

4 

4 

4 

4 

4| 

Over  98 
days. 


Per  cm: 


« 
€ 

e 

6 

« 


Commodity  paper. 

Not  ex- 
ceeding 30 
days. 

Over  30 

and  not 

exceeding 

60  days. 

Ov«r60 

and  not 

exceeding 

90  days. 

Over  90 

daysuid 
notex- 

ocedin^S 

Sept.  24. 19161 

Percent. 

Percent. 

4 

Percent. 
H 

Pereem, 

Trade  aoceptanceB.1 

Not  ex- 
ceeding 00 
days. 

Over  60 

■DdDC't 

excaedir-; 
90  days. 

Aug.6»1916 

Percent. 
3 

Percent 

3- 

1  Rates  in  effect  Nov.  30, 1916. 
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Exhibit  J. 

Banks  in  twdfth  distriet  granted  special  permits  by  the  Federal  Reserve  Board  to  act  as 
trustee f  executor,  administrator,  registrar  of  stocks  and  bonds. 


Ctty. 


State. 


Bank. 


Nature  of  power  fsnmted. 


Celezioo 

Lob  Annies.. 

OaUand 

PlMsantoQ — 

Viaelia 

Wflminxton.. 

Fallflrton 

Sen  Francfaoo. 


Topopah.. , 

BeiTDbuK 

JimcUonCtty... 
liihon. 


Onterlo.... 
Pendleton. 


Do 

Poitlend. . . . . . 

Ashland 

Satt  Lake  City. 


MoantVenion.. 
Seattle 


Vanooayer.. 
Belllngbam., 
Seattle 


Oelifomia. 

do. . . . 

. . . .  .do. . . . 
do.... 

.....do.... 


.do. 
.do. 


Nevada. 
Oregon., 

do.. 

do.. 


.do. 


.do. 


.....do. 

do. 

do. 

Utah.. 


Washington. 
do 


.do. 
.do. 
.do. 


First  National 

Continental  National. 

Central  National 

First  National 

do 

Fanners  A  Merchants. 
Bank  of  Califoroia,  Na- 
tional Assodation.! 
Nevada  First  National 
First  National 

.....do 


.....do 

American  National. 


FintNatknal... 

do 

....do 

Deseret  National. 


First  National.. 
Seattle  National. 


Vanooaver  National.. 
Bellfngham  NationaL. 
National     Bank     of 
Conuneroe. 


Registrar  of  stocks  and  bonds. 

Da 

Do. 

Da 

Da 

Da 
Trostee.  axeoator,  admfailrtator, 

trar  01  stocks  and  bonds. 
Registrar  of  stocks  and  bonds. 
Trustee,  azeeutor,  admtnirtiatar. 

Da 

Trustee,  azeeotor,  adndnl 

trar  01  stocks  and  bonds. 

Executor,  adminlstntflr. 

Trustee,  executor,  adnkii 

trar  of  stocks  and  bonds. 

Da 

Da 


Trustee.  ^-«^— ,  .».»» 
trer  of  stocks  and  bonds. 
Trustee,  axeentor. 

Trustee,  executor, 

tiar  of  stocks  and  bondSL 
Da 
Da 
Da 


>  All  powers  in  branch  banks.    Registrar  of  stocks  and  bonds  faiOriltento. 


Exhibit  K. 

Banks  in  twdfth  distriet  granted  permission  by  Federal  Reserve  Board  to  aetepi  dr^tscr 

bills  ofeoMumge  up  to  100  per  cent  of  eapiial  and  wrplus. 


San  Fraacisoo, 

Do 

Do 

Do 

Do 

Portland 


Bank  of  California,  Natknal  Association 
Weils  Fano  Nevada 
First  Natfonal  Bank... 

Crocker  National  Bank ^ 

Angk>  A  London  Paris  Natknal I' 

First  National  Bank J' 
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Exhibit  L. 
ezchanob  charges  in  twelfth  district. 

1.  Rates  for  all  jwints  specified  in  this  report  are  subject  to  vaziataons  in  nte  due 
to  special  arrangements  between  banks. 

2.  In  general  country  banks  clear  their  items  through  their  city  coneepondentd 
without  paying  any  charges  for  exchange. 

3.  Countiy  banks,  (}uite  generally,  make  charges  for  exchange. 

4.  Banks  in  this  district,  quite  generally,  cmuge  exchange  for  checks  receive*! 
from  further  east. 

5.  Banks  in  this  district  do  not  find  it  necessary  to  pay  exchange  in  clearing  checb 
drawn  upon  points  further  east. 


Arizona 

CaUfomia: 

San  Diego 

Los  Angeles! 

SanFranciaoo 

Sacramento 

California— 

Outside  soatbem. 
Outside  central... 
Outside  northern. 

Idaho 

Nevada 

Orejron: 

Portland 

Oregon,  outside 

Utah: 

Salt  Lake  City 

Utah,  outside 

Washington: 

Spokane 

Washington,  outside. 


Checks 
bearing 
eastern 
indorse- 
ments 
(per  100). 


Cbecls 

Indacsed 

by  Piet&3 

coast 

points 

(P«rlO0). 


Gntfi. 


(*> 


5 
S 


5 
i 

10 
10 
10 

» 
u 

10 

"15 
•  5-10 

si^ 


>  Los  Angeles  makes  no  charge  for  checks  drawn  by  railway  and  steamship  companies,  Ihiit  aad  mil 
shippers,  and  truit  and  meat  packers. 

s  M  o  uniform  rates,  each  bank  entering  into  special  agreement  with  eastern  correspondents  for  cdkrtis 
of  chocks  on  Pacific  coast. 

■  And  up. 
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'    -I 
"  11 
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§ 

55 

" 

1 

ii 

1 

51=556 

1 

JSS     .» 
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»■--■  -" 
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ii 
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|l=«|s 
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1 

^ 

J 
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1 

1 

Pli*! 
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ID. 

1 

i 

is 

i          i  i 

s 

1 

ss 

•           *  \ 

§           Si 

a* 

■s 
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ss 
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ss 
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1 

JIJ 

Jill  s^ 

DIRECTORT  OP  TflB 
CERS  AND 


WnuAM  G.  McAdoo, 
SecrOarf  €/ the 


John  Skblton  Wojuajes, 
CcmptroOer  €f  tkt 


H.F 


M.  •?.  EtiJCTT,  C 


OmCEBS  AMD  HKBCnMS  OT  PmOUL 


DISTRICT  XO.  1.--FEDERAL  KE5ZKTE  BAXC  OF 


(Frnteric  H.  Curtis, 


Class. 


A 

B 
C. 


I 


T.  P.BeaL 
C.G. 

A.  M.  HflStL 

CliBS.  A.  Mflfs. 

E.R.  Mane 

das.  0.  Waahlmiii. 
FtadflricH 
Walters 
Alien  HoDis 


BrVl 


Dee.  31,lfl7 

CoML Dee.  tk,W» 

,X.IL Dec.  31,ltU 

«L Dec  Sl,tn7 

Proctor,  VI. Dec  31,1916 

Wan«>ttr.  MeoB Dec  11,1918 

Bo6U)Q,MaaB. Dec  31,1917 

Provkknee,  R.  I Dec  31,1916 

CaDrard,K.H Dec  31,1918 


DISTRICT  NO.  2.-FEDERAL  RESERVE  BANK  OF  NEW  YORK. 

f  Pierre  Jay,  chalmian  and  Federal  Reaerre  A«ent.    George  F.  Peabod j,  depaty  cbalnnan  and  deputy 

la^ant.  Benjamin  Strong,  jr.,  governor.) 


A- 
B. 
C 


WiUiam  Woodward 

R.  H.  Treman 

F.D.Locke 

H.  R.  Towne 

W.  B.  Tbompson.. . 

L.  R.  Palmer 

Pierre  Jay 

George  F.  Peabody. 
Charles  Starek 


NewYark,N.Y 

Ithaca,  N.Y 

Biiiblo,N.Y 

New  York.  N.Y 

YonkBrs,N.Y 

Croton-co-Hndson,  N.  Y 

New  York,  N.Y 

Lake  George,  N.  Y 

NewYork,N.Y 


Deo. 
Dec. 
Dec 
Dec. 

Dec. 
Deo. 
Dec. 
Dec 


81,1016 
31, 1917 
31,1018 
31, 1016 
81,1017 
81,1018 
81,1016 
81,1018 
81,1017 
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Officers  and  Directars  of  Federal  Reserve  Banks — Continued. 

DISTBICT  NO.  3.— FEDEBAL  BESEBVE  BANK  OF  FHILADELPHLL 

[Biotiard  L.  Austin,  ohainnaii  and  Federal  Beserve  Agent.    George  W.  Norris,  depaty 

depaty  reserve  agent.   Cliailes  J.  Bhoads,  governor.) 


nd 


Name. 


Bestdenoe. 


A 

B 
C. 


fC.  J.  Bhoads 

W.H.  Feck 

M.  J.  Murphy 

A.  B.  Johnson , 

E.  8.  Stuart 

Q.W.F.  Gaunt 

Bichard  L.  Austin... 

George  W.  Norrls 

Vance  C.  MoCormick. 


Philadelphia,  Pa. 

Philadelphia,  Pa. 

do. 

lCuUicaHiU,N.J. 
Philadelphia,  Pa. 

do 

Harrisburg,  Pa... 


Dee.  Sl,1fn 
Dec.  tl,lW 
Dec  Il,m8 

Dei 
Dee.  a,m7 
Dee.  SI,lltl 
Dec.  n^iin 
Dee.  Sl.Uli 

Dec  a,ins 


DISTBICT  NO.  4.— FEDEBAL  BESEBVE  BANK  OF  CLEVELAND. 

[D.  C.  Wills,  chairman  and  Federal  Beserve  Agent.    Lvman  H.  Treadway,  depaty  chainoanand  depot; 

reserve  agent.    £.  B.  raioher,  governor.) 


Class. 


A 

B 
C. 


Name. 


Bobert  Wardiop. 

W.S.Bowe 

S.B.Bankln 

T.  A.  Combs 

C.H.  Bagley 

John  Stambau^ 

D.C.Wills 

Lyman  H.  Treadway. 
BLP.WolfB 


Besidenoe. 


Pittsburgh.  Pa. 

Cindnna^,  Ohio 

South  Charleston,  Ohio 

Lezlngtan,  Ky 

Corry,  Pa 

Yonng^town,  Ohio 

Bellevue,  Pa 

Cleveland,  Ohio 

Columbus,  Ohio. 


Dec  Sl,in7 
~      «,!« 
Sl,tttt 

SI.  in? 

Dec  Sl^UK 
Dec  S1.19tt 
Dec  Sl,l«7 
Dee:  tl.im 
Dec.  31,I9t^ 


DISTBICT  NO.  6.— FEDEBAL  BESEBVE  BANK  OF  BICHMOND. 

[William  Ingle,!  chairman  and  Federal  Beserve  Agent.   James  A.  Moncore,  depaty  diainnaa  and  deputy 

reserve  agent.    Geoige  J.  Seay,  governor.) 


Class. 


A 

B 
C 


Name. 


fH.B.  Wilcox 

J.  F.BruUm 

Edwin  Mann 

Edmund  Strudwick . . 

D.  B.Coker 

J.  F.  Oyster 

James  A.  Moncure 

M.  F.  H.  Gouvemeor. 


Besidence. 


TermcxpinF. 


Baltimore,  Md 

Wilson,  N.C 

Bluefidd,  W.  Va. 
Bichmond,  Va... 
Hartsville,  S.C... 
Washington,  D.  C 

Bichmond,  Va 

Wihnington,  N.  C 


Dec 


Dec 


81,19» 
31,1916 

31,  m: 

31,  ins 

31,1917 
81,19I« 
31,  UK 
31,1»S 


1  Besigned  Feb.  12, 1916. 


DISTBICT  NO.  0.— FEDEBAL  BESEBVE  BANE  OF  ATLANTA. 

[If.  B.  Wellbom,  chairman  and  Federal  Beserve  Agent.    Edward  T.  Brown,  deputy  chalrmaa  and  depstr 

reserve  agent.    Joseph  A.  MoCord,  governor.) 


Class. 

A 

B 

C 


Name. 


L.  P.HlUyer 

F.  W.  Foote 

W.H.  Toole 

P.  H.  Saunders 

J.  A.  McCrary 

W.H.  Hartford... 
M.B.  Wellbom... 
Edward  T.  Brown. 
W.  H.  Kettig 


Besidenoe. 


Macon,  Ga 

Hattiesburg,  Miss 

Winder,  Ga 

New  Orleans,  La. 

Decatur.  Ga 

Nashville,  Tenn.. 
Annlston,  Ala . . . 

Atlanta,  Ga 

Birmingham,  Ala 


Termeziires. 


Dec  31,1919 
Dec  31,I»I« 
Dee.  31.  m: 

Do. 
D«j.  31.1fl3 
Dec  31,191' 
Dec.  31,  i«: 


Dec 


31,  K* 
31,  W* 


DIRECTOBY. 
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DI8TBICT  NO.  7.— FBDBBAL  BBSBBVE  BANK  OF  CHICAGO. 

H.  Bo8warth,olialniian  and  Fed«nl  Bawnre  Annt.   W.  L.  McLaDn,  dapoty  cfaainnan  and 
daputynBervaagnt.   Jamea  B.  McDoagal,  govwnor.) 


A... 
B... 
C... 


Nama. 


I 


Oao.  M.  BaynoMs. . . 

J.B.For8an 

B.  Ij.  Johnaon ....... 

Henry  B.  Joy. ...... 

M.  B.  HutchisQD 

A.H.Voml 

Charlaa  H.  Bosworth . 

W.  L.McLa]]fln 

E.T.Mflndith 


Baaldnoa. 


Chkago,Bl 

do 

Watvloo,  Iowa.... 

Datralt,  Hicfa 

Ottomwa,  Iowa. . . . 
liilwai]kaa.Wi8.... 

Chicago.  HI 

CotamMa  City,  lod . 
Daa  Moinea,  Iowa. . 


Term  asqpiriB. 


Dae. 
Bao. 
Dae. 
Deo. 
Dae. 
Dae. 
Daa 
Dee. 
Dae. 


81,1918 
81,1916 
81,1917 
81,1916 
31,1917 
31,1918 
31,1916 
81,1917 
81,1918 


DI8TBICT  NO.  8.-FEDBBAL  BBSBBVE  BANK  OF  8T.  LOUIS. 

fWilliam  MoC.  Martin, obalnnan  and  Federal  Beaarre  AAant.   T.  C.  Tnppar,  deputy dialnnan  and  deputy 

reaerva  agent.    Bella  Walls,  governor.] 


A.... 

H  ... . 
C 


Name. 


WaDnrHill 

F.O.  Watts 

OaoarFenley.... 
DsvidC.  Biggs.. 
W.  B.  Phnilatt. 

Leroy  Percy 

W.  MoC.  kartln. 
T.  C.  Tu 
JolmW 


ipper.... 
.Boatme. 


Beridenoe. 


St.  Louis,  Mo.... 

do 

Looisvilla,  Ky... 

St.  Louis,  Mo 

Little  Bock,  Ark. 
Oreenvi]la.Mi88.. 

St.  Louis,  Mo 

do 

Evansville,  Ind.. 


Term  expires. 


Dee. 
Deo. 
Deo. 
Deo. 
Dee. 
Deo. 
Deo. 
Dee. 
Deo. 


81,1917 
81,1918 
81,1916 
81,1918 
81,1916 
81,1917 
81,1918 
81,1916 
81,1917 


DISTBICT  NO.  9.— FBDEBAL  BBSBBVE  BANK  OF  MINNEAPOLIS. 

tjobn  H.  Bidi,  chainnan  and  Federal  Beaerva  Agent.   Wm.  H.  Lightnar,  deputy  chairman  and  deputy 

feeeive  agent.   Theodora  Wold,  governor.] 


•Mm  m  ^  »   i 

c 


Name. 


E.W.  Decker 

L.  B.Hanna 

J.C.Baasett 

F.  B.  Bigelow.... 

F.  P.Hixon 

N.B.  Hotter 

JohnH.  Bidi 

Wm.  H.  LIghtner 
JohnW.Blaek... 


Besidenoe. 


MinneapoUs,  Minn 
Fargo, N.  Dak.... 
Aberdeen,  S.  Dak. 
St.  Paul, Minn.... 
La  Crosse.  Wis. . . . 

Helena,  Mont 

Bed  Wing,  Minn.. 
St.  Pau^Minn.... 
Houghton,  Mich.. 


Term  expires. 


Dec.  31,1916 
Deo.  31,1917 
Deo.  31,1918 
Deo.  81,1916 
Deo.  81,1918 
Deo.  81,1917 

Do. 
Deo.  81,1918 
Deo.  81,1916 


DISTBICT  NO.  10.— FEDBBAL  BBSBBVE  BANK  OF  KANSAS  CPTY. 

Sawyer,  chairman  and  Federal  Beaerva  Agent.   F.  W.  Fleming,  deputy  ehairmai 

reserve  asent.   J.  Z.Mil]er.Jr..eovemor.T 


Class. 


A..., 


Name. 


I.e.  Mitchell.... 
W.J.Banej.... 
C.  E.  Bumbam.. 
M.L.McClura... 

T.C.  Byrne 

L.  A.  Wilson... . 
Chas.  M.  Sawyer. 
F.  W.Fleming.. 
B.H.  Malone.... 


Besidance. 


Denver,  Colo 

Atdiison.  Kans.. 
Norfolk,  Nebr.... 
Kansas  City,  Mo, 
Omaha,  Nebr.... 
BlBeno.Okla... 
City,  Mo. 

do..... 

r,Colo 


Term  expires. 


Deo.  81,1918 

Deo.  81,1916 

Deo.  31,1917 

Deo.  31,1916 

Deo.  31,1918 

Deo.  31,1917 

Do. 

Deo.  31,1916 

Dee.  31,1918 
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Officeri  and  Directora  of  Federal  Reterve  Batik* — Contmned. 

DISTRICT  NO.  11.— FEDERAL  RESERVE  BANK  OF  DALLAS. 

IW.  F.  Ramsey,  chairmaa  and  Fedanl  Reaerva  Agant.    W.  B.  Newsoma,  deputy  chairman 

reaerva  agent.   R.  L.  Van  Zandt,  governor.] 


Name. 


R 


A. 

B. 
C. 


J.T.SooU 

B.K.  Smith 

B.  A.  MoKhmey. 
Marion  Saoaom. . 

Frank  KeU 

J.  J.Calbert8on.. 
W.  F.  Ramsey.. 
W.  B.  Newaome. 
Felix  liartines.. 


Hoi]8t(m,Tex 

Sbreveport,  La.. . . . 

DurantyOkla 

Fort  Worth,  Tex... 
Wichita  Falls,  Tex. 

Paris,  Tex 

Dallas,  Tex 

do 

El  Paso,  Tex 


.  sums 


Dec 


3i,ini 
31,  u: 

Do. 

Sl,]fi» 
31.1tt 


DISTRICT  NO.  13.— FEDERAL  RESERVE  BANK  OF  SAN  FRANCISCO. 

(John  P«Tin,chainDanand  Federal  Reserve  Agent.   Walton  N.lfoore.  deputy  chairman  and  deputy 

agent.   Archibald  Kains,  govcnior.| 


Class. 


A... 

C«.a. 


Name. 


fC.K.M<fl]itosh.... 
U.  K.  Lyndi 

,Aldin  Anderson. . . 

A.B.C.Dohrman.. 

J.  A.  MeOiegor.... 

,B.H.Cox. 
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amendment  to  Act 22 

Business  conditions  in  1915 2 
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Amounts  discounted  each  month  by  Federal  Reserve  Banks 70 
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Expense  and  dividend  requirements  of  Federal  Reserve  Banks 96 

Export  trade: 

Financing  of 10 
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Federal  Advisory  Council,  expenses  of 91 

Federal  Reserve  Act,  proposed  amendments  to 21. 22 

Federal  Reserve  Agents'  conferences,  expenses  of 91 

Federal  Reserve  Agents'  credit  balances  with  Federal  Reserve  Board S2 

Federal  Reserve  Agents,  reports  of.    (See  Reports  of  Federal  Reserve  Agents. ) 
Federal  Reserve  bank  notes,  amounts  received  by  Comptroller  from  Bureau 

of  Engraving,  issued  and  on  hand 41 

Federal  Reserve  Banks: 

Cost  of  furniture  and  equipment 92, 94 

Designation  as  fiscal  agents 6 

Directory  of 38d-3<G 

Earnings  and  expenses 19,  87-95 

Management  and  salaries 20 
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quirements 
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Salaries  paid  by 97-99 

Federal  Reserve  Board: 
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Foreign  borrowing,  attitude  toward 9 

Receipts  and  disbursements  of 83-S#; 

Reports  of  Federal  Reserve  Agents  to 121-^S^ 

Reserve  accounts  of  member  banks  with  other  banks,  discussion  of ,  by V 
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Federal  Reserve  Districts: 
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Map  showing U 


'J 


INDEX.  395 

Federal  Keaerve  notes:  Page. 

Amounts  in  hands  of  Federal  Reserve  Banks 32 

Amounts  issued  by  Federal  Reserve  Banks  and  in  circulation 33 

Amounts  issued  to  Federal  Reserve  Banks 30 

Amounts  issued,  retired,  and  outstanding,  by  denominations 36, 37 

Amounts  of,  carried  to  net  assets  and  to  net  liabilities 33, 34 

Amounts  printed  and  in  circulation • 17 
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By  denominations — 

Chargeable  to  Federal  Reserve  Agent 38 

Held  by  Federal  Reserve  Agent 39 
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Printed,  shipped  to  Federal  Reserve  Agents,  and  on  hand  in  reserve 

vault 36,36 
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Returned  to  Comptroller  for  destruction 39 

Cost  of 42,92,94 

Gold  reserve  for,  change  of  act  reconmiended 17, 21, 22 

Tnter-district  movement  of 43, 44 

Mutilated ,  received  from  Federal  Reserve  Agents  for  destruction 41 

Federal  Reserve  System,  relation  to  State  banks  and  trust  companies 11, 12 

Fiduciary  powers: 

Granting  of,  to  member  banks 12 

Procedure  in  passing  upon  applications  for 103 

Suits  to  test  constitutionality  of  section  11  (k)  of  the  Act 12 

Fiscal  agents,  banks  designated  as 6 

Foreign  borrowing,  policy  of  the  Board  toward 9 

Furniture  and  equipment  of  Federal  Reserve  Banks,  cost  of 92, 94 

Gold  and  lawful  money  held  by  Federal  Reserve  Agents 31 

Gold  reserve  for  Federal  Reserve  notes,  proposed  amendment  to  Act 17, 21, 22 

Gold  Settlement  Fund: 

Amount  held  by  Federal  Reserve  Board 9 

Deposits  and  withdrawals  by  Federal  Reserve  Banks 81 

Effect  on  seasonal  currency  movement 8, 9 

Government  deposits  transferred  through 6, 7 

Operation  of 77-81 

Summary  of  transactions 80 

Government  depositaries,  Federal  Reserve  Banks  designated  as 6 

Government  deposits  in  Richmond ,  Atlanta,  and  Dallas  Federal  Reserve  Banks .         6 

Governors'  conferences,  expenses  of 91 

Interest.    (See  Discount.) 

Intra-district  clearings 14-17, 82 

Compulsory  versus  voluntary 15, 16 

Number  of  banks  in  system ^ 16 

Investment  operations  of  Federal  Reserve  Banks 4 

Loans  on  farm  lands,  proposed  amendment  to  Act 22 

Loans  on  improved  and  unencumbered  real  estate,  proposed  amendment  to 

Act 22 

Map  showing  changes  in  Federal  Reserve  districts 120 

Member  banks,  number  of,  by  districts,  accommodated  each  month  through 

discount  of  commercial  paper 71 

Money  market,  condition  of 1 

20067°— 16 —    "'^ 
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Municipal  warrants:  P^ 

Amounta  purchased  monthly  by  each  Federal  Keserve  Bank 75 

Held  by  Federal  Reserve  Banks  on  Dec.  30,  distributed  by  maturities. ...     45 
National  banks  to  be  permitted  to  hold  stock  in  banks  oiganized  for  busineflBin 

foreign  countries,  proposed  amendment  to  Act 21 

Officers  and  directors  of  Federal  Beserve  Banks,  directory  of 38d-3S 

Oi>en  market  operations • i 

Receipts  and  disbursements  of  Federal  Reserve  Board 8;^; 

Reports  of  Federal  Reserve  Agents: 

District  No.  1— Boston 123-143 

Advisory  Council,  appointment  of  members  of L^ 

Bankers'  acceptances : 130, 131, 135,1* 

Amoimt  purchased .' 130, 131 

By-laws  of  bank 12a-ir 

Glass  A  and  Glass  B  directors,  election  of 13^ 

Clearing  of  checks 131-13< 

Cooperation  between  Federal  Reserve  Banks 14i> 

Credit  needs  of  the  district 139 

Directors — 

Glass  A  and  Class  B,  election  of 11* 

Meetings  of )^ 

Discount  rates li 

Effect  of,  on  money  rates. 14 

District  problems U] 

Earnings  and  expenses 1*- 

Executive  committee,  meetings  of IT 

Federal  Reserve  notes  issued,  etc 129,  liJ 

Fiduciary  powers  granted 137-1 

Grold  settlement  fund 1 

Government  bonds  purchased 1* 

Governor  and  Federal  Reserve  Agent,  relations  between 1- 

Industrial  and  agricultural  situation 

Internal  organization  of  bank - 

Member  banks,  number  of  in  district 136,  l" 

Municipal  notes  purchased l^ 

Open-market  operations 130J 

Opening  of  bank 123. 1: 

Personnel  of  bank 1-^ 

Publicity -^ 

Rediscounts - 

Relations  with  member  banks 13i  i- 

State  banks,  attitude  of,  toward  Federal  Reserve  System 1- 

Wairants,  municipal,  purchased 1 

District  No.  2— New  York lM-5' 

Advisory  Council,  election  of  member  of -' 

American  conmiodity  prices,  chart  showing 

Bank  clearings  in  United  States,  chart  showing 

Bankers'  acceptances — 

Amount  purchased 165-'' 

Banks  authorized  to  accept  up  to  100  per  cent  of  capital  and  sur- 
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Banking  and  financial  conditions ' 
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Gold  imporiB  and  exports D^ 
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Iron  production,  chart  showing 196 

Loans  to  foreign  countries 190 
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Reports  of  Federal  Reserve  Agents — Continued. 

District  No.  2 — New  York — Continued.  Pap, 

Opening  of  bank 155 

Permanent  organization 153, 1^ 

Profit  and  loss 170,2Di 

Railroad  earnings,  chart  showing Us 

Rediscounts,  applications  for 161,^ 

Reserves,  transfer  of 155,l3i 

State  banks,  relations  with hi 

State  banks  and  trust  companies,  admission  of Uu 

Statement  of  condition  (appendices  2,  4) 203,2(^ 

Stock  exchange,  closing  of Vi 

Subtreasury  cooperation VA 

Summary  of  results  of  operation SfO 

Time  deposits  and  savings  accounts ir? 

Transit  and  exchange  transactions  (appendix  9) M 

Unfilled  tonnage.  United  States  Steel  Corporation,  chart  showing....    1% 

United  States  bonds,  purchase  of If 

Warrants,  purchase  of 16iV; 

District  No.  3— Philadelphia 211-?5 

Appendices,  list  of Si- 
Auditor,  work  of 2* 

Bills  discounted  and  bought  (appendices  7,  8) ^ 

By-laws 22: 

Classification  of  member  banks  according  to  resources  (appendix  3). . .    ^ 

Clearing  of  checks 217.2- 

Comparative  statement  showing  proportion  of  invested  funds  to  re- 
sources (appendix  11) S 

Difficulties  encountered :.' 

Discount  rates 

Earnings  and  expenditures 2li: 

Earnings,  losses,  and  dividend  rates  of  member  banks 

Federal  Reserve  Agent- 
Operation  of  oflice  of 

Statement  of  account  of 

Federal  Reserve  notes  issued  and  destroyed  (appendix  6) 

General  banking  and  credit  conditions "*il 

Investments,  maturities  of,  each  month  (appendix  9) 

Officers  and  employees iUS^ 

Organization  of  bank 

Rediscount  operations 

Resources  and  liabilities 213,21121^ 

Resources  of  national  banks,  trust  companies,  and  state  banks 2U^ 

Statement  of  condition 21j-- 

Statement  of  condition  of  member  banks,  showing  relative  growth  (ap- 
pendix 6) i 

United  States  bonds,  purchase  of 217  :^^ 

Warrants  purchased 

District  No.  4— Cleveland 231-> 

Business  conditions 

Clearing  of  checks 

Cooperation  with  other  Federal  Reserve  Banks 

Directors,  election  of 

Earnings  and  expenses 2S. 
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Heports  of  Federal  Reserve  Agents — Continued. 

District  No.  4 — (/leveland — Continued.  Page. 

Federal  Reserve  Act,  difficulties  in  administration  of 238 

Federal  Reserve  note  issues 235 

Fiduciary  powers  granted 237 

Funds  invested  and  earnings 233 

Influence  of  bank  on  biisiness  and  banking 232 

Intradistrict  clearings 236 

Member  banks — 

Number  of,  in  district 234 

Relations  with 237 

Official  relations 236 

Open-market  operations • 235 

Organization  of  bank 231 

Rediscounts  with  member  banks 234, 235 

Regulations,  interpretation  and  operation  of - 238 

State  bank  membership 237 

District  No.  5— Richmond 241-270 

Business  and  agricultural  conditions 245 

Capital  stock  allotments  (Exhibit  J) 266 

Capital  stock  paid  in  (Schedule  Al) 252 

Cash  items  in  transit  to  other  Federal  Reserve  Banks  (Schedule  A2) . .  248 

.  Cash  on  hand  (Schedule  Al) 248 

Clearing  of  checks 244, 270 

Commodity  paper  handled  (Exhibit  M) 270 

Credit  needs  of  the  district 246 

Deposits  (Schedule  A5) 251 

Discount  rates 243, 262 

Directors- 
Election  of 241, 245 

Meetings  of 242 

Dividend,  payment  of 243 

Earnings  on  loans  (Exhibit  K) 267 

Expenses,  analysis  of  (Exhibit  L) 268 

Experiences  in  operation , .  -  - 242 

Exhibits,  list  of 246 

Federal  Reserve  notes 243 

Issued,  etc.,  chart  showing 264 

Receipts,  redemptions,  issues,  and  hypothecated  collateral 265 

Fiduciary  powers,  granting  of 245 

Improved  banking  practices 244 

Investments  purchased  (Schedule  A3) 249 

I^ans,  daily  average  balances  (Exhibit  D) 258-261 

Loans  distributed  as  to  member  banks  accommodated 263 

Loans  and  discounts,  analysis  of  (Schedule  A4) 250 

Loans  and  investments  and  unearned  discounts  (Schedule  A6) 251 

Member  banks,  relations  with 244 

Net  deposits  and  reserves,  chart  showing  (Exhibit  G) 264 

Opening  of  bank 241 

Rediscounttng  operations 243 
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Warrants  purchased  (Schedule  A3) 249 
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Reports  of  Federal  Reserve  Agents — Continued.  h^ 

District  No.  6— Atlanta 271-2S*) 

Branch  bank  at  New  Orleans,  establishment  of iTt 

Business  conditions V, 

By-laws  of  bank 279-ivi 

Clearing  system To 

Credit  needs  of  the  district :?: 

Deputy  Federal  Reserve  Agent,  duties  of Uli 

Deputy  Grovemor,  designation  of  director  as 'S:i 

Directors,  meetings  of ^5 

Earnings  of  national  banks  in  district T) 

'Fiduciary  powers,  granting  of 25 

Governor  and  Federal  Reserve  Agont,  division  of  work T\ 

Internal  organization  of  bank 272-::- 

Loans  and  discounts ■':,{ 

Organization  of  bank r 

State  banks,  attitude  of,  toward  system r> 
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Business  and  banking  conditions X 

Capital  stock  subscriptions > 

Check  collection  system 2%-i 

Comparative  statement  of  investments f« 

Directors — 

Election  of  class  A  and  B t* 

Meetings  of x 

Discoimt  operations 283, 28f 

Discount  rates 2v^ 

Exchange  and  collection  charges  on  checks 

Federal  Reserve  Agents,  meetings  of 

Federal  Reserve  note  issue 2^ 

Fiduciary  powers  granted 

Fiscal  agent,  appointment  as 
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Member  banks,  attitude  toward 

Officers  and  directors  of  bank 

Opening  of  bank 

Open-market  operations i 

Reserve  required  to  be  deposited,  compared  with  balances 

State  bank  membership 

United  States  bond-secured  currency 

District  No.  8— St.  Louis ^ 

Bankers'  acceptances  purchased 

Business  and  agricultural  conditions ;i> 

By-laws  of  bank 2W,  3»' 

Cash  reserve  and  net  deposits,  chart  showing  (Exhibit  G) 
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Check-clearing  system :• 
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Directors — 

Election  of \ 

Meetings  of 
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Investments 300 

Investments  held,  chart  showing  (Exhibit  F) 311 

New  quarters 305 

Officers  and  employees 293 

Oiganization  of  bank 291 

Rediscounts,  amounts  of 296-296 

SUte  bank  membership 301,302 

Warrants  purchased 301 

Work  throughout  the  district 304 

District  No.  9— Minneapolis 31^-334 

By-laws  of  bank 332-334 

Clearing  of  checks 322,329 
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DirectoTB — 

Election  of 317,326 

Meetings  of 318 

Discount  rates 319-321 

Table  showing 328 

Earnings  and  expenses,  table  showing 328, 329 
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Exchange  operations 325 

Executive  committee,  meetings  of 318 

Federal  reserve  notes  issued,  etc 321, 330, 331 

Fiduciary  powers,  granting  of 322,323 

Member  banks,  number  of,  in  district 318 

Maturities  and  short-tenn  investments,  distribution  of 332 

Operating  difficulties 318 
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Rediscounts,  tables  showing 327,  H2H 

Relations  with  member  banks l\Z\ 

Summary  of  year's  work Hlf) 
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District  No.  lO—Kansas  City JUft  \m 

Assistance  rendered  by  bank (HI 

Banking  quarters \\\f\ 

Business  and  agricultural  conditions IHI.IH^ 

By-laws  of  the  bank \\\\  i^n 

Changes  in  Federal  Reserve  district t^tt 
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Reports  of  Federal  Reserve  Agents — Continued. 

District  No.  10 — Kansas  City — Continued.  Pigt 

Discount  rates S& 

Earnings  and  expenses 343. 3^ 

Exchange  and  collection  cfaaigeson  checks ZQ 

Executive  Committee,  meetings  of 317 

Federal  Reserve  notes,  issue  of 33^ 

Governor  and  Federal  Reserve  Agent,  division  of  work 3?f 

Internal  organization  and  personnel 33^ 

Member  banks — 

Attitude  of  Federal  Reserve  Bank  toward 3i 
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